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it. But times change credit 


standings as well as champs. 


Credit Interchange Serv- 
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THE NATIONAL ASSOCIATION OF CREDIT 
MEN introduces three new envelope 
styles of financial statement forms for use 
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well-gummed, and carrying the seal and 
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bring you greater values than ever in 
standardized credit department forms. 
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@ Looking ahead 


In our January issue, Executive 
Manager Henry H. Heimann will 
continue his analysis of money, 
gold, and the various monetary 
theories and panaceas that are now 
current. Be sure to read the first 
of these articles on dollars, debts 
and doubts in this issue. It’s the 
best recommendation we know for 
the articles that will follow. 

Also in our next number, there 
will be a summary of the credit 
provisions in the various N. R. A. 
codes. This is a timely feature of 
real importance to all our readers. 
Other items of interest in our com- 
ing number include another install- 
ment of the N. A. C. M.’s biog- 
raphy by Mr. Tregoe, and the re- 
port of the survey now under way 
by the Economic Credit Council on 
such timely topics as money, price- 
fixing, guarantee of bank deposits, 
and inflation. 


@ Our cover 


With the Christmas spirit be- 
ginning to permeate our surround- 
ings our cover this month appears 
in the traditional Yuletide colors 
and displays the smiling features of 
St. Nick. The painting is from the 
brush of William Roscow and is the 
first of a series which will appear 
on the cover. 
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SPUR 


§-L-O0-W ACCOUNTS 
iro ACTION! 


Postar TELEGRAMS get 
in... get attention ... and ac- 
cording to enthusiastic reports 
from credit executives every- 
where, they get results. 

Try spurring slow accounts 
into action the Postal Telegraph 
way. You'll find that the Postal 
Telegram speaks with the voice 
of authority ... that debtors 
pay more attention to it than to 
messages that go through any 
other channel . . . and there’s no 
place anywhere that Postal Tele- 
graph cannot reach. 

95% of all the telegraph traf- 
fic of the country is between 
cities in which Postal Telegraph 
maintains commercial telegraph 
offices. Postal Telegraph will ac- 
cept and transmit promptly mes- 
sages to any place. 


Postal Telegraph is the only American telegraph 
company that offers a world-wide service of coordi- 
nated telegraph, cable and radio communications 
under a single management. 


THE INTERNATIONAL SYSTEM 


Postal Telegraph 


Commercial dll America 
Cables Cables 
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What will Santa 


bring businesse 


mothers and others close to the hearts of chil- 
dren are faced with the eternal question: Is there 
really a Santa Claus? This question is not easy 
to answer. _ Fortunate indeed is the mother who is 
able to provide an answer that leaves with the child’s 
mind the real beauty of Santa and what he stands for. 


Ho about this time of year mothers, grand- 
‘ 


However, children are not the only persons who 
are asking questions right now. Many are looking to 
the future and wondering what will be in Santa’s 
sack for business. 


Just by way of a starting point, as perhaps it is the 
one question affecting most every line of business, 
both retail, wholesale and industrial: What will Santa 
have in his bag as a solution for the Farm Relief prob- 
lem? Will he fix it so the farmers will sell their goods 
for more cash and at the same time work his magic 
so that what the farmer has to buy does not tost much 
more than at present? Will Santa’s wand when 
stretched over the broad acres of this great nation 
bring about a proper proportion of production so that 
we shall not have enormous surpluses which glut the 
marts and place us in the position of a super-abundance 
in the warehouses and granaries, with thousands of 
individuals in want for the bare necessities of sus- 
tenance? Most of us in business today recall that 
during the late months of the World War and the 
immediate years thereafter every effort was put forth 
to put every available acre into production. It now 
is estimated some forty million more acres are in pro- 
duction than in pre-war days. Secretary Wallace says 
that American farm products must be opened to the 
markets of the world or we must cut off the produc- 
tion on these forty millions of excess acres. As Santa 
is recognized as a personage who “knows all; sees all,” 
we cannot desist asking him if the plan to kill 4,000,- 
000 young pigs and 1,000,000 sows will bring an 
equilibrium between the supply and the market so 
that the farmer will be able to sell his pork products 
at a profit ? 


Another question quite perplexing to business right 




























now is that as to the future of our money. What is 
the right answer about inflation, commodity dollars, 
gold purchases by the federal government, and 
finally, should Uncle Sam’s dollars be again based 
upon the gold standard? Back in the days when 
those of us who are past the forty-year mark were ask- 
ing our mothers and grandmas as to the authenticity 
of Santa, it was the accepted idea that “goods and 
services are exchanged for goods and services’ and 
that money is merely the medium to facilitate such 
exchange. 


Please, Mr. Santa, tell us about these “inflated’’ 
dollars, rubber dollars, or even the “commodity” 
dollars—will they represent a fixed value, so that 
if we decide to save some for a future spending, 
will they still represent full value, or must we ex- 
change them at once for “goods and services,” even if 
we do not now actually need such items, so as to be 
sure to get value out of these new-style dollars? 


Finally, while we are about it, let us ask what will 
the new Congress do when it assembles in January? 
Upon the answer to that question hinge many busi- 
ness plans. What will the solons do about the Securi- 
ties Act? Will they modify the present restrictions 
so that the doors of the capital market will be opened 
to an incessant knocking by legitimate business, or 
will the radical group insist that every attempt to sell 
securities must be enveloped in a haze of suspicion? 
We know it is not the province of our banking system 
to loan depositors’ money for capital investments. But 
other credits should be available for such purposes in 
this rich country of ours, when and if the people who 
buy and sell the bonds and securities representing such 
investments can be brought out from the present haze 
of suspicion. 


If Santa could somehow contrive to answer these 
questions, how happy he could make us! But, wait! 
If Santa did tell us the true answers to a// our prob- 
lems, would we believe him? We venture the guess 
an, Anti-Santa Bloc would develop overnight. Mean- 
while, we wish our readers a Merry Christmas. 






Dollars, debts and doubts 


a “Money is as necessary to the exchange of goods as 
language to the exchange of ideas. A nation stands or falls 
upon the inherent soundness of its money. It has been well 
said that bad money can be more harmful than revolt.” 


First ina series onmoney by HENRY H. HEIMANN, Executive Manager,N.A.C.M. 


dime to any child. Of course they 

won't buy more, nor are they worth 

more, but you can’t convince a 
child of that. 

I am afraid that some of our people 
have never grown mentally. How else 
can you explain some of the present 
thinking on our problem of money? 

There is the silver advocate, the bi- 
metallist, the symmetalist (combination 
of gold and silver,) the printing-press 
money advocate, the commodity dollar 
disciple and there are a host of others 
who propose to solve the ills of the 
world through a new medium of ex- 
change. In due course these theories or 
plans will be discussed. It might be 
well to start at the beginning. To un- 
derstand and analyze properly these 
money panaceas, the fundamentals of 
money should be reviewed. 

Before launching into a monetary dis- 
cussion about which there are almost 
as Many opinions as there are econo- 
mists, we ought to try to discover at 
least one basic point which may be said 
to be common to the various money pro- 
grams. This is rather easy. 

Gold, a commodity which has served 
as a medium of exchange for over a 
century, according to those who advocate 
the new money programs, is unsuitable 
and antiquated. 

“These are new times, creating new 
conditions,” so we are told, “and we 
need a new yardstick to measure values.” 

Some would cut a foot from this 
yardstick, others would add to it, still 
others would make it rubber. Under- 
stand, of course, they would still want 
it to be known as a yard and pass for a 
yard even though it were 24 inches, 48 
inches, or a piece of elastic which might 
be either or both. But as to the ob- 
solescence of gold as a medium of ex- 
change, there are some who are not 
ready to admit of this. Let’s see, then, 


ie nickels look bigger than a 
» 
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why gold became the common denomin- 
ator of money, and determine whether 
these reasons still hold. 

Originally commodities were ex- 
changed through barter. In the primi- 
tive days, when barter prevailed, if a 
man had more fish than he needed he 
might exchange them for some furs of 
which someone had a surplus. That is, 
assuming the fur trapper needed fish for 
food. In the barter age the complexities 
of modern civilization were unknown 
for, in theory and to a considerable de- 
gree in practice, the demand for goods 
always equaled the supply. Civilization, 
however, could never have been de- 
veloped very far under the barter sys- 
tem; the impossibility of a satisfactory 
expansion of trade under barter is 
obvious. 

The evolution from the barter period 
to the use of a medium of exchange was 
the natural result of the association of 
men. To use the illustration of the 
primitive fisherman and trapper: assume 
the fisherman at some time experienced 
an unusual catch. He did not want to 
exchange his surplus catch for furs be- 
cause he could not use all of the furs for 
clothing. On the other hand if he did 
not exchange his fish he would have 
more food than he needed and the fish 
would soon spoil. 

Now let us assume that one of the 
problems common to both the fisherman 
and trapper was heat for comfort during 
the winter months. Let us further as- 
sume that heat was a common need for 
all of the people. It required little in- 
genuity on the part of the fisherman to 
realize that he had better exchange the 
surplus fish for wood. Everybody 
needed wood and the supply was limited 
in his community. He reasoned he 
could always exchange the wood for 
some other necessity of life. Very early 
the trapper discovered the same sit- 


uation, so when he had an excess supply’ 
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of furs he made his exchange for wood. 
Soon wood became the common denom- 
inator of value of the catch of both the 
fisherman and the trapper. 

By carrying our illustration further 
we can understand how the whole com- 
munity in just a short space of time 
valued every commodity it gathered in 
terms of wood. Wood then became the 
common medium of exchange. It was 
money to those primitive people and for 
their limited needs served the same pur- 
pose as money does for us. 

At various times different commodi- 
ties have served as mediums of ex- 
change. To mention just a few, there 
were shells, furs, salt, tobacco and cows. 
The limitation of these commodities as 
mediums of exchange needs no argu- 
ment. Just imagine cows being the 
medium of exchange today. Can you 
picture yourself walking down Main 
Street leading a brindle cow to the near- 
est merchant to exchange it possibly for 
a suit? Perhaps its shocking inadequacy 
is best emphasized by realizing that 
under these conditions Main Street 
would still be a cowpath. 

Nevertheless, the use of these media 
formed the transitory links to our 
present money. They were all steps in 
the evolutionary process. It seems like 
a far cry from the use of our money as 
a medium of exchange to the old days 
of barter, yet there are at present certain 
customs which are survivals of the old 
bartering age. Out in the rural dis- 
tricts, for instance, farmers are fre- 
quently given the privilege of working 
out their taxes by doing grading on the 
highway. This is nothing but a barter 
of services between the farmer and his 
government. 

Today money is as necessary to the 
exchange of goods as language to the 
exchange of ideas. A nation stands or 
falls upon the inherent soundness of its 
money. It has been well said that bad 
money can be more harmful to a nation 
than a revolution. 
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The function of money is to serve as 
a general instrument of exchange, as a 
measure and medium in the purchase 
and sale of certain commodities, and as 
a common denominator in comparing 
values. Do not overlook the quality of 
common denominator for that becomes 
of considerable importance when we 
consider the gold standard. 

In selecting a commodity to serve as 
sound money, not only must the in- 
trinsic value as well as the physical as- 
pect of the particular commodity used 
be considered, but the mental attitude 
on the part of man towards the par- 
ticular commodity must receive consid- 
eration. Good money not only regularly 
passes from bearer to bearer without 
question for the payment of commodi- 
ties or services but is accepted with the 
intention of offering it in payment to 
others, taken at its face value without 
assay or special tests of quality and 
quantity, and finally—and this is im- 
portant—accepted without any consid- 
eration of the credit of the individual, 
who offers it in payment, for these 
services. 

The adoption of gold as a standard 
medium of exchange was not an arbi- 
trary choice. Gold is not a perfect 
standard—even the strongest gold ad- 
herents frankly confess as much—but 
through the evolution of experience 
with various commodities there has 
never been anything brought forward 
that is better than gold as a practical 
medium of exchange. 

There are many reasons why gold 


ee ee 


evolved as the best commodity for a 
medium of exchange. It is scarce; dur- 
able; not subject to wide fluctuation 
with respect to supply and demand; 
capable of standardization in quality; 
can be moved with facility; and last, but 
by no means least, has visual and senti- 
mental appeal. There is a lure about 
gold to the average man. Its impor- 


| 7 HERE being two 

| Lkinds of Property, | 

| Money and General Cred- | 

| it, our greatest Property 1s 

| Credit ...If you were ig- 
norant of this, that Credit 
is the greatest capital of | 
all toward the acquisition | 
of wealth, you would be 


utterly ignorant. ..... .. 
(DEMOSTHENES, 384-322, B. C.) 


tance as an international standard is 
found in the fact that it brings the cur- 
rency of different countries into a defi- 
nite normal relationship one to another. 

It is also well to realize that while 
most nations have abandoned the gold 
standard, strictly speaking gold still con- 
tinues to be the measure of value in 
these countries in respect to interna- 
tional settlements; and even domestic 
currency represents a certain measure of 
implied promise of redemption in gold, 
and commands a value commensurate 





with the ultimate probability or hope of 
payment in the form of gold. 

There have been a number of varieties 
of gold standards; a fact little under- 
stood by the average person. Techni- 
cally the full gold standard did not exist 
anywhere except in this country. We 
have, of course, now abandoned it. Our 
gold standard permitted of no restric- 
tions on gold imports or exports; nor 
on the redemption of currency or gold 
coin or bullion, nor on the coinage at 
the mint of all gold offered for coin- 
age, nor of the availability of gold for 
circulation by those who desired it. 

Perhaps a gold bullion standard best 
describes the monetary system of other 
countries which were normally classified 
as operating under the so-called gold 
standard. These countries decreed that 
their central banks were obliged to re- 
deem their notes in bullion. This usually 
required a large amount of notes, about 
the equivalent of eight thousand dollars 
worth to get a bar of bullion. Redemp- 
tion in coins was not an inherent right. 
The effect of this was that gold was 
really available only for international 
purposes and for all practical purposes 
denied for domestic circulation. The 
mint in England, for example, was 
under obligation to mint gold only for 
the Bank of England. 

Other countries had a gold exchange 
standard by which the central bank was 
obliged to redeem its notes either in 
gold or in exchange on a country which 
had the gold standard. Under this plan 
the central bank was (Cont. on page 41) 
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Money—bales of it! Millions! Try to match the delighted laugh of William H. Woodin, Secretary of 
the Treasury (second from right), as he picked up a bale of brand new money at the Bureau of Engraving 
last March. At Woodin's right are Robert B. O'Hara, Superintendent of the Examining Division and 
J. H. Douglas, Asst. Secretary of the Treasury. At Woodin's left is A. W. Hall, Bureau Director. 
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First 


letter 


psychology 


@ The collection manager must 
be consistent, persistent, insistent 
—and a good first letter writer. 


by FRED A. WICHELMAN, 
General Credit Manager, 
A. C. Horn Company, 

Long Island City, N. Y. 


be admitted that the principal pur- 

pose of the collection letter is to 

collect. Composition of such a let- 
ter has become an art, practiced by many 
and with varying degrees of success. 
While there are no customers exactly 
alike in character and disposition, there 
certainly are identical circumstances and 
it is this which has created the form let- 
ter system. Any good credit or collec- 
tion man will acknowledge that the 
customer is more important than the cir- 
cumstance and that it is the customer 
who deserves and should get considera- 
tion rather than the circumstance. Yet it 
is undoubtedly a truth that at least 
ninety-five per-cent of all the collection 
letters written are designed to fit cir- 
cumstances and not specific customers. 
Must this continue? 

Should the customer whose account 
has been profitable over a period of 
twenty years and whose bill is thirty 
days overdue receive exactly the same 
letter as the customer who is new on the 
books and whose thirty day overdue ac- 
count represents a first sale? I think not. 

There are exactly similar circumstances 
but vastly different problems. In each 
instance you have an account that is 
thirty days past due and each account is 
of approximately the same amount. Do 
we simply say to each of these, as so 
many others have said so many millions 
of times, “We are sure your account has 
been overlooked and won't you kindly 
mail your check today.” I think not. 

And why not? Because, and let us 
consider first the new account and the 


iE will at once, and rather readily, 
* 


CREDIT and FINANCIAL MANAGEMENT 


8 


proper approach. Here is a customer 
with whom you are beginning a business 
relationship which it certainly must be 
your desire to continue while the account 
is profitable to you. Your first letter 
should carry the same impression as the 
salesman representing your company 
whose personality sold your merchan- 
dise. That salesman did not represent 
his house to be careless and indifferent. 
He certainly pictured his company as ef- 
ficient and experienced—he claimed his 
companies’ products were of quality 
manufactured with precise care and 
guaranteed to do the job for which they 
were specifically designed. And now 
this customer, whose business is of great 
potential profit is contacted for the first 
time by the Credit Department. Does 
he receive a letter built for him specif- 
ically just as was the merchandise sold 
him—or does he receive a letter de- 
signed to merely fit any account thirty 
days past due regardless of its race, color 
or creed? If every collection man wrote 
his first letter properly a great many of 
those letters that follow would never be 
written. There would never be a need 
for them. 

In the well organized efficient credit 
department there will be available to the 
collection or credit man much informa- 
tion concerning the account, that is of 
inestimable value in planning and cre- 
ating the letter. Your credit file will 
reveal sufficient data to enable you to 
write a letter that will immediately cause 
your customer to give it attention. He 
will give it attention because it will be 
apparent to him that it was created for 
him alone and not for everybody who 
ever bought your goods. He will answer 
it because it is a letter of that kind and 
because it does not insultingly assume 
that he is carelessly overlooking such an 
important item of his business as his ac- 
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count payable. He will answer it because 
he will refuse to ignore a letter that ob- 
viously indicates thoughtful considera- 
tion of him and his own account. 

Better collection letters will be written 
when the collection letter writer learns 
to examine the credit files before going 
into the “trance of composition.” In 
about four minutes without any difficulty 
at all the careless collection man can 
ruin the result of hours of patient efforts 
by the field representative, of days of 
experimenting by the companies’ lab- 
oratories, of weeks of careful guidance 
of the salesman by the Sales Executives 
and it isn’t even a good trick. It is a 
damned expensive one and that collec- 
tion expert should be shot long before 
sunrise. 

In addition to examination of the 
credit file which will give him informa- 
tion regarding the customers length of 
time in business, invested capital, pay- 
ing habits, selling methods, etc., the 
sales department files may reveal much 
of value. Perhaps your material is being 
bought for a new line the customer in- 
tends to produce. Perhaps there is a 
report regarding some special feature 
and your records show it not. The cus- 
tomer doesn’t know that your depart- 
ment contains no mind readers. He 
thinks, and rightly so, that his arrange- 
ment with your salesman is his ar- 
rangement with you. So check up the 
salesman’s reports. Most of the time a 
few seconds conversation with the Sales 
Manager will answer all the questions. 

Your ammunition is facts—use no 
blank cartridges of assumption. You 
know and there is no guessing. Your 
customer has become an individual per- 
sonality and not a composite photo- 
graph. Your letter is framed to fit his 
own picture. 

Now what to say and how to say it. 

Here are the simple unvarnished 
facts: 

Richard Rowe Company, Inc. are fur- 
niture manufacturers in North Carolina. 
The President is Richard Rowe who 
started the business thirty years ago. 
The company is capitalized at fifty thou- 
sand and its paying record shows dis- 
counts to 30 slow. The company like 
all others in the industry has been sell- 
ing close and receivables are slow. The 
company’s reputation is good. You have 
sold a first order of standard material 
and the invoice has matured and is now 
thirty days overdue. Now how will the 
average “overlooked, we are sure” letter 
be received by Richard Rowe. Not so 
good and it may earn the well-known 
reply “will mail check shortly.” But 
you can bet three times the amount of 
your account that it (Cont. on page 42) 
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by C. D. MINOR, Supt., Special 
Service Dep't., Royal—Liverpool 
Groups, New York. 


the hazards of fire and windstorm 

has long been recognized by the 

credit man as essential conservation 
of the assets upon which credit is based. 
It is questionable, however, whether 
similar consideration has been given to 
various forms of income insurance. The 
most acceptable risk for credit would 
appear to be the individual or concern 
having a business or assets not only 
ample as to value or capital investment 
but also producing sufficient income to 
meet all carrying charges and leave a 
residue that will enable the owner to 
reduce, systematically, any existing ob- 
ligations. 

Such a healthy condition precludes 
the possibility of a liquidation of cap- 
ital assets for the purpose of meeting 
any sort of indebtedness. As an illus- 
trative example, we might consider the 
owner of a building with a potential 
value of, say, $200,000, but which is 
in such an unfavorable locality or in 
such bad repair that its income is neg- 
ligible when compared with what it 
should be. From a credit standpoint, 
such a building owner might at first be 
looked upon as being entirely accept- 
able; closer analysis of his holdings, 
however, will reveal that his assets are 
of a “frozen” nature and that as a credit 
risk the essential element of liquidity is 
lacking. 

There are instances, too, of business 
concerns which, following a substantial 
loss by fire, have been able to collect the 
full amount of the property damage 
sustained, but have nevertheless been 
forced into bankruptcy or liquidation 
by reason of the fact that, during the 
period of interruption, the fire deprived 
them of their earnings, thus exposing 
them to the heavy burden of continuing 
charges and expenses with a consequent 
depletion of assets. After the period of 
rebuilding and repairs needed to prepare 
them for the resumption of business, 
such concerns have found themselves 
faced not only with a deficit requiring 
additional capital but also with the prob- 
lem of obtaining such credit through 
credit channels—a problem made more 


i damage insurance against 
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A catalog of coverages 


difficult because of the impairment sus- 
tained. 

Such a predicament could have been 
avoided if those interested had antici- 
pated the contingency by carrying busi- 
ness interruption insurance, or ‘‘Use and 
Occupancy” as it is commonly called. 
This type of protection may be had 
against the hazards of fire, tornado, 
earthquake, explosion, riot and civil 
commotion and sprinkler leakage, and 
in the average risk several or all of the 
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The income forms of 
insurance are various 
‘but all are of interest 
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tothe credit executive. 








hazards mentioned should be insured 
against under such a policy if the credit 
stability of the concern is to be main- 
tained against all odds. ‘Use and Oc- 
cupancy’’ insurance is so vital to the 
continued life of any business, where 
the occupancy of a building and the 
use of machinery and equipment and 
stock are necessary, that it invites the 
close attention of the credit man in its 
relation to every account of any consid- 
erable consequence. 

Rent insurance, while probably not so 
important from a credit standpoint in 
connection with the average business as 
is ‘Use and Occupancy” insurance, is a 
form of protection designed to indem- 
nify the insured for loss of income 
which would have been received in the 
form of rents had there been no fire or 
other casualty, where the property cov- 
ered is rendered untenantable by the 
hazard insured against. Where rent in- 
come constitutes a major portion of 
earnings, or the sole earnings, of one 
who is being considered for credit, it 
will be wisdom on the part of the credit 
man handling the account to see that 
adequate rent insurance is carried so 
that the process of liquidation of any 
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existing obligations may not suffer inter- 
ruption should the property owned by 
the debtor be rendered untenantable, 
and therefore barren of income, in con- 
sequence of any of the hazards named. 

In addition to the foregoing types of 
insurance, which are essential as a basis 
for credit, there are others of major im- 
portance. It is possible, for example, 
for the owner of a building to meet fi- 
nancial disaster through a mishap on 
his premises which cause serious injury 
to some person. To preclude the pos- 
sibility of loss from such a source, pub- 
lic liability insurance, elevator liability 
insurance and perhaps other similar 
forms of coverage should be carried. 
These may not, at first glance, appear 
important to the credit man; however, 
there are innumerable cases on record 
where the solvency of an individual or 
firm has been impaired solely through 
lack of such protection. Many other 
coverages might be mentioned and dis- 
cussed from this credit angle. The 
credit man who wishes to do so can 
easily obtain from any reputable insur- 
ance man or broker additional classes 
of insurance which will often have a 
decided relation to credit. 

Generally speaking, fire insurance is 
carried by property owners because the 
fire hazard is looked upon as being ever 
present. It is said that no portion of 
the country is immune from the ravages 
of a tornado, and this assertion has been 
borne out by disasters which in the past 
have been brought by the fury of wind 
to unsuspecting communities without 
notice. It would therefore appear that 
tornado insurance is almost as essential 
as coverage against fire. Modern con- 
veniences used for heating, lighting and 
refrigeration have also brought into ex- 
istence an explosion hazard which the 
property owner cannot afford to dis- 
regard. Dozens of explosions occur 
throughout the United States daily, 
many of them causing extensive prop- 
erty damage. The majority of these 
losses are not covered by insurance, and 
instance after instance could be sub- 
mitted to show where heavy burdens 
have been placed upon the property 
owner by reason of a loss of this charac- 
ter. In the case of many risks the ‘ex- 
plosion hazard is (Continued on page 47) 
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Competition and depression 


s “Our study of the special conditions of the depression 
should be designed to give us a broader understanding of the 
long-run economic processes upon which we must depend to 
promote sound and wholesome long-run prosperity.” 


by JOHN DICKINSON, Assistant Secretary of Commerce 


The vistas opened up by this title 

are so far-reaching that I shall have 

little opportunity to do more than 
sketch them in broadest outline. 

We must always remember that in a 
special period like the present, we are 
viewing the economic processes from a 
more or less exceptional point of view 
and viewing them in what may be de- 
scribed as their pathological aspects. We 
need to be aware of this and to look 
beneath the surface of the special forces 
now operating in order to discover the 
more normal and permanent forces of 
which the present situation is but a pass- 
ing phase. 

It is imperative that we take this 
longer view in order to avoid what, in 
my own opinion, would be the disastrous 
and fatal mistake of attempting to re- 
cover from the present depression by 
restoring the conditions of our recent 
period of so-called prosperity. It was 
precisely those conditions of supposed 
prosperity which have brought us to our 
present situation, and if we repeat them, 
the result can only be a repetition on a 
still larger and more disastrous scale of 
our present period of depression. In 
other words, our study of the special 
conditions of the present depression 
should be designed to give us a broader 
understanding of the long-run economic 
processes upon which we must depend 
to promote sound and wholesome long- 
run prosperity. 

I suggest that it is from both these 
standpoints—the standpoint of present 
depression conditions and the stand- 
point of long-run economic forces—that 
we should approach the problem of 
competition, viewing it both as it is now 
at work in the depression period and as 
it works under modern conditions of 
- industry generally. It is striking to what 
similar results observations from both 
these points of view lead. 


= “Competition and the Depression.” 
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The stereotyped classical theory of 
economics is that competition in the 
sense of business rivalry between per- 
sons attempting to sell the same kind 
of goods to the public supplies a per- 
petual balance wheel to the economic 
process, always tending to prevent it 
from over-development in any direction 
and serving also to keep in balance the 
interests of business, labor and the con- 
suming public. There is no need to 
state the theory to you. You will recall 
that its principal features are that 
through free competition supply is 
brought constantly into adjustment with 
demand through the entry and with- 
drawal of sellers in the market, that in- 
efficient producers are eliminated, and 
the price tends to equal the cost of pro- 
duction, including, of course, return on 
investment of the highest cost producer 
whose goods are needed to satisfy the 
demand. 

I submit that there is nothing wrong 
with the classical theory of competition, 
so far as it goes, and subject always to 
the very important proviso that in order 
to be sound it calls for a further defini- 
tion of the kind of rivalry, the type of 
struggle, that competition is supposed to 
consist in. Rivalry and struggle are es- 
sential and inevitable in all human af- 
fairs. Without them life ceases to be 
alive. But not every kind of rivalry or 
struggle makes for life and growth and 
the kinds of rivalry and struggle which 
make for life rather than destruction 
change with a changing environment 
and depend always upon the nature of 
the whole situation, the whole complex 
factors within which they go on. 

If the depression has taught us any- 
thing about the nature of the economic 
process, it has certainly shown us how 
the results of competition depend upon 
the types of competitive practices em- 
ployed, and upon the industrial situation 
within which competition goes on. It 
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has disclosed that under the special con- 
ditions of modern industrial life and 
with the type of competitive practices 
which have widely prevailed, practically 
every one of the supposed beneficial 
checks and balances of competition, 
practically every one of the automatic 
adjustments which economic theory at- 
tributes to competition, may simply re- 
fuse to work. For example, under the 
operation of competition excessive pro- 
ducing capacity has not withdrawn from 
the field leaving the market to the more 
efficient producers. 

On the contrary, excess capacity 
everywhere remains and diminished de- 
mand is merely reflected in a general 
reduction of operations among the pro- 
ducers all around. Inefficient producers 
have not ceased to operate, but on the 
contrary it is often the inefficient pro- 
ducer who by violating decent employ- 
ment standards and under-paying his 
labor, as well as working them an ex- 
cessive number of hours is able to keep 
a larger percentage of his production 
capacity employed than some of his more 
fundamentally efficient rivals. 

Under such circumstances it may well 
be that price has not been maintained 
at the point which will return the cost 
of production to all the producers still 
in the market. Obviously, this is im- 
possible under conditions where high 
cost and low cost plants alike remain in 
the field to compete for a demand great- 
ly below the amount of their combined 
capacity. Under such conditions com- 
petition in the sense of unrestrained 
rivalry, far from amounting to a system 
of checks and balances and an agency 
of adjustment, suggests more accurately 
a continually descending spiral pointing 
through industrial anarchy toward ulti- 
mate destruction for every one. 

Where all, or practically all, plants in 
the field are in distress, and frankly 


. reaching out for further business to em- 


ploy their unused capacity, a given plant 
will often snatch at an order from a 
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powerful buyer at a figure below the 
cost of production if it merely covers 
out-of-pocket expenses and contributes 
something, however little, toward over- 
head. The buyer who obtains such an 
advantage is placed in a favored posi- 
tion as compared with his competitors 
and these at once swarm down on all 
the other producers with a clamorous 
demand to be given an equally favorable 
price. With a scarcity of buyers and a 
plethora of producers, price as a result 
of these practices tends within the in- 
dustry to be brought to a figure which 
not merely carries no return to the 
producer but frequently no adequate re- 
turn to labor and to those who supply 
the raw materials. 

This situation exists today in many 
industries where the farmer who sup- 
plies the raw material of the industry 
and the laborers who work it up are 
not receiving adequate return for their 
efforts, while the industry itself is so 
paralyzed that it does not afford a safe 
or attractive field for investment and its 
credit is destroyed. The mere fact that 
such a situation is accompanied by lower 
prices cannot be regarded from the 
standpoint of the public interest as in 
itself overbalancing the evils which it 
entails. 

The sequence of events constituting 
the industrial rake’s progress which I 
have just described is unfortunately not 
confined exclusively to the period of the 
present depression, but tends to work 
itself out even in more normal times, 
because of certain special conditions of 
modern industry. These special condi- 


The vicious cycle of destructive competition includes plant expansion, over-production, price cutting, profitless sales, 
increased volume which encourages more expansion and keeps the cycle growing more and more dangerously. 


tions profoundly affected the operation 
of competition and no attempt to un- 
derstand the place and effect which com- 
petition has in our present industrial 
life can afford to disregard them. 

They are connected primarily with 
two factors; first, the great size and ex- 
pansiveness of the typical modern plant 
which employs all the most advanced 
and improved devices of machine tech- 
nology ; and second, the practice of mass 
production which makes impossible a 
very nice or close adjustment of plant 
capacity to demand and _ encourages 
plant building in anticipation of de- 
mand. The combined result of these 
two factors is to bring into existence 
plants laboring under the pressure of 
very heavy overhead costs and standing 
in a position of relatively unstable equi- 
librium with reference to the demand 
which they aim to supply. 

Consequently, whenever there is even 
a slight slackening-down of demand, 
the pressure of overhead offers an al- 
most irresistible temptation to the type 
of competitive practices which lead for 
the industry as a whole into the rake’s 
progress which I have already described. 

The unusual stages in the progress 
are as follows. In order to meet the 
burden of overhead, there is always a 
strong temptation on the producer to 
step up volume by obtaining orders 
from particular customers at special low 
prices which, if offered to all customers, 
would put the plant in the red. If, 
however, additional business can be ob- 
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tained by these orders from a few fa- 
vored customers, it may seem to the 
plant management a good stroke of 
business to help in this way toward car- 
tying the overhead. Inevitably, how- 
ever, the granting of special prices in 
this way becomes noised about, pressure 
is brought to bear upon other producers 
to grant the same prices, customers who 
are in competition with the recipients of 
the special favors become dissatisfied, 
and the whole price structure slips down 
with jarring repercussions to levels 
which will not defray the production 
costs of all the producers remaining in 
the business. 

It has been suggested in some quar- 
ters that competitive practices of the 
kind just mentioned, and leading to the 
industrial consequences which I have 
described, are among the causes of the 
depression. The depression has many 
causes and almost every day a new one 
is being found for it, but, in my own 
opinion, destructive competition cannot 
be set down as in any direct sense a 
major cause. However, there can be 
little doubt that with the depression 
upon us, and in our present situation, 
destructive competition has operated 
and is operating to retard recovery, and, 
on the contrary, to prolong and deepen 
the depression. 

And while I should certainly not in- 
clude the evils of such competition as 
in any sense a major cause of the de- 
pression, I should certainly regard them 
as an important (Continued on page 39) 
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What is cost 


a “Officially there is little which may be 
construed as necessitating any code in- 
terpretation that selling below over-all 
cost is to be prohibited by NRA” 


by ARTHUR ANDERSEN, 
Certified Public Accountant, 
Chicago, Ill. 


The prevalence of the use in indus- 

trial codes of an injunction against 
ly selling below cost would lead to the 

belief that it is in some way manda- 
tory under the National Industrial Re- 
covery Act. This is not borne out by 
a study of the facts. 

If we examine the Act itself (H. R. 
5755) we find the following phrase as 
a clue to the origination of the idea: 
“Whenever the President shall find that 
destructive wage or price cutting or other 
activities contrary to the policy of this 
title are being practiced in any trade or 
industry. . . etc.’ This also ties in with 
the stated policy of the Act—‘‘to elimi- 
nate unfair competitive practices’ —but 
neither phrase bears definitely on the 
subject of costs, unless there is the 
further assumption that ‘“destructive— 
price cutting” means cutting prices to 
less than cost. 

The first official discussion of the Act 
was contained in the President’s Bulletin 
No. 1, issued on June 16, 1933, the 
same day the Act was approved. In it 
there is the explanation that: “We are 
relaxing some of the safeguards of the 
anti-trust laws. The public must be 
protected against the abuses that led to 
their enactment, and to this end we are 
putting in place of old principles of 
unchecked competition some new Gov- 
ernment controls.” There is also a 
somewhat contradictory injunction that: 
“if we now inflate prices as fast and as 
far as we increase wages, the whole 
project will be set at naught. We can- 
not hope for the full effect of this plan 
unless, in these first critical months, and 
even at the expense of full initial profits, 
we defer price increases as long as pos- 
sible.” 

Evidently it would be difficult to read 
into these phrases any prohibition 
against selling below over-all cost. In 
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fact, the opposite is true, if the last quo- 
tation alone is considered, for if a busi- 
ness had been operating at a loss, as 
so many did in the first six months of 
1933, and then it raised wages and in- 
creased the number of employees, yet 
“deferred price increases as long as pos- 
sible,” it would inevitably be selling 
products at less than their total cost. 
In N.R.A. Bulletin No. 2 the only 


possible reference to price regulation is 
in the statement that industry codes 


should contain: “such means as each in- + 


dustry may find necessary to protect its 
constructive and cooperating majority 
from the wasteful and unfair competi- 
tion of minorities or recalcitrants.” In 
N.R.A. Bulletin No. 3, which deals en- 
tirely with the President's Reemploy- 
ment Agreement, there is no reference 
to either prices or costs. 


Officially then, there is very little 
which may be construed as necessitating 
any code interpretation that selling be- 
low over-all cost is to be prohibited. 
Nevertheless, the idea is almost all- 
pervasive. Among fourteen of the codes 
which had been approved prior to 
September first, ten specifically defined 
selling below cost as unfair competitive 
practice. In codes submitted but not 
yet approved, it also appears to be the 
rule that “‘selling below cost’ is pro- 
hibited. There might be some point to 
all this if the term “‘cost’’ were to be 
defined as that cost which includes only 
material, |abor and manufacturing over- 
head—sornetimes called ‘‘cost of pro- 
duction” and sometimes known as 
“manufacturing cost.” This, however, 
is not the case. In some codes there is 
no definition of cost. In others it is 
made to mean total or over-all cost. 
In still others it is made to include a 
conglomeration of charges which fall 
into a variety of accounting classifica- 
tions. It may clarify matters if for 
the moment we trace the inception of 
the phrase and thereby try to determine 
the factors which have led to its in- 
clusion. 
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Before the Act was signed, the Na- 
tional Association of Manufacturers is- 
sued a “Model Code for Self-Governing 
Industries” in which will be found the 
following suggestions: 

“Each of the above divisions, and 
any others which may subsequently 
be formed, shall proceed at once to 
provide for standard methods of 
costing which shall be used by all 
manufacturers within that division 
for the purposes of this section of the 
code. 

“It shall be an unfair method of 
competition for any such manufac- 
turer to sell below reasonable cost. 
What is statistically known as the 
‘mode’ may be used as a reasonable 
cost, but must be so approved. (Note: 
It might instead be provided that no 
producer shall sell below his own 
cost of production.)” 

Attention is called to the fact that 
the cost herein discussed is the cost of 
production, which to an accountant 
means the cost to manufacture (namely, 
material, plus labor, plus manufactur- 
ing expenses) and not the over-all cost. 

Almost a month later, under date of 
June 29, 1933, a bulletin of the Cham- 
ber of Commerce of the United States 
contained the following query and an- 
swer, as information to code makers: 

Q. May an industry agree not to sell 
below cost? 

A. Industries may not only agree not 
to sell below cost (individual 
cost) but such agreements are de- 
sired by the administration. Any 
rule on this subject should set 
forth the various factors which 
must be considered in determin- 
ing cost and be based upon the 
uniform cost system approved by 
members of the industry. 

This interpretation varies from that 
in the ‘Model Code’ in more positively 
specifying the use of the agreement, in 
stating that the cost used shall be that 
of the individual business, and in fail- 
ing to give any definition of what con- 
stitutes Cost. 

At intervals, from the fore part of 
June to the middle of July, various 
“Code Services” also mentioned this 
feature, suggesting that agreements not 
to sell below cost might be almost com- 
pulsory, but also indicating that there 
was no Government formula for cost 
and that industry in general had not 
arrived at a definition of “cost.” 

Our own interest in the matter led 
to consultation with several NRA off- 
cials about the middle of July, only to 
show that the matter of definition of 
cost was still a problem. One official 
believed that an exact definition of cost 





would pe excluded from the codes, but 
that they might contain some definition 
of general principles applicable to the 
term “cost.” Another official gave as 
his belief that the solution would lie 
in the working out of agreeable arrange- 
ments within each industry, which ar- 
rangements very probably would also 
include uniform cost accounting for the 
industry. The general impression gained 
from this preliminary discussion was 
that no one had decided what consti- 
tuted cost, either from the viewpoint of 
a single business or for an industry as a 
whole. 

Probably most code makers have 
studied the “Model Code” previously 
quoted, and it may be accepted as con- 
taining the inception of the code use of 
the idea that selling below cost consti- 
tutes an unfair trade practice. In it 
the idea was fairly reasonably proposed. 
The industry control body was supposed 
to establish some basis whereby it could 
determine whether any member of the 
industry was selling below a reasonable 
cost of production, because such vicious 
price-cutting could not help being un- 
fair competition. It apparently did not 
propose that industry should practically 
be compelled legally to operate at a 
profit, as would be the case if ‘‘cost” 
was made to include all of the expendi- 
tures of a business and perhaps also 
some element of profit. It did not at- 
tempt to set up a device whereby a 
legally permissible regulation could be 
transmuted into a price regulatory pro- 
vision. But it did indicate that the use 
of some standard methods of costing 
would be a desirable feature for indus- 
try. Unfortunately the code makers for 
the various industries appear to have 
gtasped at a phrase and generally to 
have misinterpreted the intent, or else 
to have used a phrase without any at- 
tempt to interpret or define its meaning. 

A few quotations, chosen at random 
from various submitted codes, will serve 
to illustrate the different interpretations 
and expressions which have resulted. 
Thus the code of the shipbuilding and 
ship repair industry stated— 


“To accomplish the purpose con- 
templated by this Act, the members 
signatory to this code agree that it 
shall be an unfair method of compe- 
tition to sell below a reasonable cost 
arrived at by a system of formulas 
established by the associations.” 

and thereby left a lot to the imagination 
or to further development. 

A different expression is found in the 
code of the National Boot and Shoe 
Manufacturers, which recites: 

“The practice of selling below cost 
is detrimental to the industry; and 


General Hugh S. Johnson, Recovery Administrator, (left), listening closely as 
Robert P. Lamont, (right), Hoover Secretary of Commerce and Past President of 


American Iron an 


each manufacturer shall submit upon 
request a statement from a certified 
public accountant recognized by the 
cooperative body for the industry as 
qualified, to the effect that such manu- 
facturer has a proper cost accounting 
system; which statement, however, 
may not be accepted as final by the 
cooperative, either as to cost account- 
ing or as to selling below cost.” 

The electrical manufacturing indus- 
try was very much more explicit, pro- 
viding that 

“every employer shall use an account- 

ing system which conforms to the 

principles of and is at least as detailed 
and complete as the uniform and 
standard method of accounting set 
forth in the Sixth edition of the 

Manual of Accounting, prepared and 

published by the National Electrical 

Manufacturers Association, and a 

costing system which conforms to the 

principles of and is at least as de- 
tailed and complete as the Standard 
and uniform method of costing to be 
formulated or approved by the Board 
of Governors or Executive Commit- 
tee of National Electrical Manufac- 
turers Association, with such varia- 
tions therefrom as may be required by 
the individual conditions affecting any 
employer or group of employers and 
as may be approved by the Board of 

Governors or Executive Committee of 

National Electrical Manufacturers As- 

sociation, etc., etc.” 

Adding also the prohibition that 

“no employer shall sell or exchange 

any product of his manufacture at a 

price or upon such terms or condi- 
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Steel Institute, opened the steel code hearing, July 31. 


tions that will result in the customer 
paying for the goods received less 
than the cost to the seller, determined 
in accordance with the uniform and 
standard method of costing herein- 
above prescribed. . . .” 
This association appears to have under- 
stood the intent of the Act, to have fol- 
lowed somewhat the principles set forth 
in the ‘Model Code” and to have pro- 
vided a basis for industry control, but 
the code phrasing leaves one much in 
doubt as to the meaning of the “‘cost” 
specified. 

This code provision may be compared 
with the following quotation from a 
code draft, which may have missed the 
intent of the Act, but which missed 
very little in the line of business ex- 
penditures, classifying practically every- 
thing as a part of cost: 

Selling below cost— 

It shall constitute unfair competi- 
tion for any manufacturer to sell his 
product below cost, except on close- 
outs. Cost as used herein is defined 
to include the actual cost of raw ma- 
terials and supplies; fair wages for 
employees; power, light, heat, water 
and other miscellaneous operating ex- 
penses; repairs and maintenance of 
buildings and equipment; executive, 
supervisory, sales and office salaries 
and expenses; advertising and pro- 
motional expense; distribution and 
delivery expense; rent for show rooms 
and warehouses; legal and collection 
expenses; bad debt losses; deprecia- 
tion and obsolescence of buildings 
and equipment at the rates provided 
under the Federal (Cont. on page 29) 
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Serial service succeeds 


@ A new idea in collection procedure by 
telegraph is developed that brings results 
in cash and cuts costs of collection. Here 
are reader reactions inthe report of a survey 


made by 
PHILIP N. 


There is something definitely new 
a credit procedure. While it is 
- 


available only through the telegraph 

companies, it was discovered by alert 
credit managers themselves, who learned 
by experience that several quick tele- 
graphic thrusts in one single day would 
in an amazingly high percentage of 
cases and at surprisingly low cost punc- 
ture pocket-books of persistently slow 
and neglectful payers. 

The service developed by the tele- 
graph companies which makes this new 
“quick-thrust” procedure practical and 
economical is known as Serial Service. 
It permits the sending of a series of 
telegrams to the same address on one 
given day at a rate, which, when com- 
pared to the fast (full rates) telegram, 
is approximately 60% less for the word- 
age involved. 

“Quantity” is the important consid- 
eration in this form of collection attack, 
according to L. F. Rosenberger of the 
Coleman Lamp and Stove Company, 
Wichita, Kansas, and member of the 
National Association of Credit Men, 
who is one of the many credit authori- 
ties now making use of this new method 
of blasting the delinquents. When he 
has a real “tough nut’ to crack, Mr. 
Rosenberger sends three messages by 
Serial Service to follow up accounts for 
settlement. 

“The wording of the wires in our 
experience is mot so important as the 
sending of the three wires in the same 


day,” Mr. Rosenberger explained to 


Postal Telegraph. 

“Our experience has been that we 
will receive approximately 50% response 
by wire to the first telegram; half of 
the remainder will respond to the sec- 
ond wire sent the same day, and where 
three wires are sent the same day we 
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will receive some kind of response in 
almost every case.” 

Mr. Rosenberger submitted the fol- 
lowing series of three sample collection 
telegrams: 

1. When may we expect remittance 
please wire reply our expense. 

2. No reply received our wire (date) 
unable extend account further when 
may we expect remittance. 

3. Please reply our telegrams regard- 
ing account imperative this matter be 
given immediate attention. 

“As stated previously, however,” Mr. 
Rosenberger continued, “the contents of 
the wires are not so important as the 
quantity. On the first wire, the average 
debtor perhaps shrugs his shoulders, 
throws the wire in the waste-basket and 
goes on about his daily business. When 
he receives the second wire about two 
hours later, he begins to become rather 
disturbed, and if he gets a third wire 
late in the evening, he seems to feel 
something ought to be done about it 
right away. 

“Our impression of the use of Serial 
Service has been very good indeed, on 
accounts running from $25 up. We use 
telegrams almost invariably before tak- 
ing serious action on accounts and con- 
sider the cost of these telegrams an ex- 
cellent investment.” 

Using the three sample messages sug- 
gested by Mr. Rosenberger, an analysis 
of cost proves interesting and demon- 
strates the practical savings involved in 
the “‘excellent investment” available to 
all credit managers collecting accounts 
between points in the United States. 
Serial Service is not yet available to 
Canada or other countries. Such analysis 
also discloses the simplicity of the Serv- 
ice and the economy protection it af- 
fords users. First, briefly, here are the 
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regulations governing Serial Service: 

1. Serial Service offers a very low 
rate for the transmission of words in 
bulk, whereby a day’s telegraphic cor- 
respondence from one individual or con- 
cern to another individual or concern 
may be combined into one message, sent 
in sections of a series, or serial. 

2. The basis for charge is the daily 
cumulative word total for all sections 
(messages) of a serial sent by the cus- 
tomer to one address, except that no 
section shall be counted at less than 
fifteen words and no daily serial at less 
than fifty words. The charge is cal- 
culated from the day letter rate between 
the two points so served for the daily 
wordage reported in the cumulative 
total, plus an expense handling of 20 
percent, with the initial rates rounded 
off in multiples of five cents and the 
excess ten word rates one-fifth of the 
initial fifty word rate. 

3. In order to obtain the advantages 
of Serial Service, the sender must in- 
dicate on his message (and the different 
sections thereof) that he wishes this 
class of service, using the symbol ‘‘SER’”’ 
for the purpose. 

4. Serials may be set up for sections 
moving in one direction only. 

5. Paid and collect messages cannot 
be combined in the same serial. 

6. Finally, and this is of particular 
interest in the case of collection mes- 
Sages, since in a high percentage of 
cases the first wire may bring the de- 
sired results, in the event that only one 
message of a planned series is sent, the 
telegraph companies waive their right 
to the Serial Service expense handling 
charge and the one message is paid for 
on the basis of the lowest day rate 
available. 

Now, using the three sample mes- 
sages, to analyze the cost, presume the 
creditor is in New York and the debtor, 
against whom letters have been of no 
avail, is in Albany. At nine in the 
morning, Mr. Creditor dispatches Mes- 
sage Number One. He marks it “SER” 
1. Arriving at his office, Mr. Debtor 
finds the telegram on the top of the 
pile of correspondence on his desk. No 
one refuses to open and read a telegram. 
Importance shrieks from the well known 
envelope. Let us assume, however; this 
Mr. Debtor in Albany is one of the 
50% who “shrugs his shoulders” and 











“files” the first teregramm in the scrap 
basket. Mr. Creditor is wise to this type 
of procrastination. Before lunch Mes- 
sage Number Two of Mr. Creditor’s 
Serial arrives on Mr. Debtor’s desk. It 
calls attention to the first message, po- 
litely, but firmly, solicits a reply. Mr. 
Debtor is stirred. In mid-afternoon, or 
just before closing time, as no reply has 
been forthcoming, Mr. Creditor launches 
Message Number Three. The third 
telegram, stronger in tone than its pre- 
decessors, is brought to Mr. Debtor. 
Out comes the check book, the cashier’s 
voucher is signed, or, at the very least, 
some definite action toward payment is 
taken. 

And the fotal cost of the three mes- 
sages sent from New York to Albany by 
Mr. Creditor by Serial Service only 
amounts to forty-seven cents, including 
tax. He has sent three messages, the 
first of ten words; the second, fifteen 
words; and the third, thirteen words, or 
a total of thirty-eight words. He could 
have sent, and, in fact he is charged for 
it anyway, One more message of twelve 
words, and still the cost would not have 
exceeded forty-seven cents, which is the 
charge for the 50-word Serial Service 
minimum. If he had sent the same 
three messages by fast telegram, the cost 
would have added up as follows: first 
message, 10 words, 26 cents; second 
message, 15 words, 37 cents; third mes- 
sage, 13 words, 33 cents; or a total of 
96 cents, including tax. 

Among other companies submitting 
sample messages they use in Serial 


Service for collecting delinquent ac- 
counts is G. Sommers and Company of 
St. Paul, Minnesota, also a member of 
the National Association of Credit Men. 
The three suggested Serial Messages 
used by this concern follow: 

1. Your account twenty two thirty 
must be paid immediately advise soon 
today what arrangements being made. 

2. Reply not received urgently re- 
quest you advise today when payment 
will reach us. 

3. Why haven't we heard from you 
will take drastic action unless satisfac- 
tory settlement made now. 

An analysis of the cost of sending 
these messages further demonstrates the 
economies of Serial Service. For ex- 
ample, let us presume that G. Sommers 
and Co. is sending them from St. Paul 
to a debtor in Chicago. The base rate 
between Chicago and St. Paul is forty- 
two cents. The first message carries 16 
words; the second, 13 words; and the 
third, 15 words; or a total of 48 words. 
Sent by Serial Service the three mes- 
sages used by the St. Paul firm to collect 
from the delinquent in Chicago would 
only cost seventy-five cents, whereas if 
they had been sent as three separate 
fast telegrams the charges would have 
been $1.71 including tax. 

Using the same messages between 
New York and Boston, the Serial Service 
charge would be only sixty-five cents, 
compared to $1.51, including tax, at the 
regular rate. Five ten-word telegrams 
between New York and Chicago cost 
$3.15, with tax, while the Serial Service 





charge is $1.76. Three 20-word tele- 
grams flashed the three thousand miles 
across the continent between New York 
and Chicago would cost $6.15, while 
the same three messages sent by Serial 
Service cost only $2.58. 

It is no wonder that credit men, alive 
to the value of saving money, are turn- 
ing in increasing number to the use of 
Serial Service in answering stubborn 
collection problems. The table on this 
page will prove of interest to those 
wishing to gain some idea of the Serial 
Service rates. 

There was never a time when credit 
men were apparently more interested in 
the general use of telegrams in collec- 
tion procedure than they are today. This 
was plainly indicated when the writer, 
conducting a survey for Postal Tele- 
graph, sent 100 telegrams to important 
members of the National Association of 
Credit Men requesting statements of 
their experiences in the use of telegrams 
in collecting overdue accounts. Replies 
were received from every credit au- 
thority addressed, and out of the total 
eighty-eight furnished details of success- 
ful uses of the telegram for this pur- 
pose. Messages which these prominent 
credit men have found productive may 
prove helpful to others. 

The favorite form, for instance, of 
W. A. Ware, Credit Manager of Nor- 
mandin Brothers, Los Angeles, Cali- 
fornia, is: 

“PREVIOUS LETTERS IGNORED TAKING 
SHARP LEGAL ACTION MONDAY FINAL.” 

Mr. Ware states that this form brings 

















































































































































































































































































































































































































“quick response” continually. 

‘In one month,” he says, ‘we col- 
lected on 98% of the telegrams sent. In 
many instances, the account was col- 
lected in full. A year ago, one telegram 
actually collected $2,000 for us and a 
few days after the check was received, 
the account went into the hands of the 
board of trade. One day more and we 
would have been too late.” 

J. W. Barron, assistant treasurer of 
the San Antonio Drug Company, San 
Antonio, Texas, advised that when let- 
ters fail to get results, ‘‘a telegram will 
almost always bring a response and is a 
good start towards making a collection.” 

“The best results I get from tele- 
grams,” he adds, “‘are those which ask 
questions and are definite, such as: 

““ “WHAT DAY CAN WE LOOK FOR RE- 
MITTANCE ANSWER.’ 

““ “DID YOU OVERLOOK THE PAST DUE 
ACCOUNT HAVEN’T RECEIVED IT YET.’ ”’ 

Some credit managers take the atti- 
tude that collection telegrams should 
make no direct reference to payment of 
accounts. The treasurer of one na- 
tionally known concern, for instance, 
who finds telegrams ‘‘very effective in 
collection work,’ submitted the follow- 
ing two examples, neither of which 
refers to past due accounts: 

“DISAPPOINTED NO REPLY LETTER 
(DATE) PLEASE CO-OPERATE WIRE.” 

“HAVE YOU REPLIED OUR LETTER 
(DATE) IMPORTANT WIRE.” 

In the judgment of Warren A. Jef- 
fords, treasurer of the American Lava 
Corporation, Chattanooga, Tennessee, 
“there is no doubt that a telegram com- 
mands preferential attention.” But, he 
adds: 

“It should be considerately worded 
and should not be sent collect. It never 
pays to antagonize a debtor unneces- 
sarily.” 

Sample messages, hewing to this line, 
which Mr. Jeffords supplied, read: 

“HAVE YOU SENT CHECK SEPTEMBER 
ACCOUNT PLEASE WIRE WHAT WE MAY 
EXPECT.” 

“MAY WE HAVE CHECK (AMOUNT) 
PLEASE COVERING ORDER AND AC- 
COUNT.” 

“HAVEN T HEARD FROM YOU IN 
ANSWER LETTERS WON’T YOU KINDLY 
CHECK PROMPTLY.” 

“HAVE YOU MAILED CHECK BALANCE 
YOUR ACCOUNT AS REQUESTED (DATE) 
WIRE ANSWER.” 

“PROMISED CHECK NOT RECEIVED 
- PLEASE MAIL TODAY SURE.” 

“HAVE YOU MAILED CHECK BALANCE 
YOUR ACCOUNT REPLY COLLECT 
PLEASE.” 


“WILL APPRECIATE IT GREATLY IF 
YOU WILL SEND CHECK TODAY.” 

It will be noted that many of the 
samples so far suggested request replies, 
and in this connection it is of advantage 
to credit managers to know that both 
telegraph companies permit the use of 
phrases requesting answers free of 
charge, providing the name of the tele- 
gtaph company is included. Thus, 
there is no charge for such phrases as 
“Reply Postal Telegraph,” ‘Answer 
Collect by Postal Telegraph.” 

When telegrams are followed up by 
telegrams 100% success has been ob- 
tained by one prominent credit manager 
who prefers anonymity. He frequently 
uses the following messages: 





The Serial Service Rate will be 


Where the First Each 
10 Word 50 Additional 
charge is Words 10 Words 

.20 35 07 
25 45 .09 
30 55 lt 
35 .65 13 
36 .65 13 
40 75 15 
42 75 15 
48 90 18 
-50 -90 18 
-60 1.10 22 
72 1.30 26 
.90 1.65 .33 
1.20 2.15 43 





“CHECK NOT RECEIVED PLEASE AD- 
VISE DISPOSITION BY WIRE.” 

“NOTE SERIOUSLY PAST DUE WHAT 
SHALL WE EXPECT ADVISE BY WIRE.” 

‘We have found that checks are re- 
ceived promptly in 50% of the cases 
where these messages are used,” he 
says. “If an answer is not received 
within a reasonable period, usually six 
hours, the message is traced and answers 
received 100%. After tracing a mes- 
sage, in about 80% of the cases the 
check is received and 20% bring a 
promise of payment on a definite date.” 

It is not the contention of this writer 
that telegrams should take the place of 
letters entirely in collection work, al- 
though we naturally incline to the opin- 
ion of W. L. Mackay, assistant treasurer 
of the Stone-Ordean-Wells Company, 
Duluth, Minnesota, who declares: 

“I have found that a merchant will 


always open a telegram, whereas he — 
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won't a letter. Many a time I have seen 
letters piled up on customers’ desks for 
a month or six weeks never opened, but 
a telegram comes in and not knowing 
where it is from, naturally he is going 
to open it right away. As a tule, tele- 
grams are generally answered while let- 
ters are not. As a whole, we have had 
fairly good results, and where I want 
to get quick action I do not hesitate to 
use the telegram.” 

Probably a most logical form of 
procedure is that followed by F. W. 
Simmering, credit manager of Osgood 
and Sons, Inc., Decatur, Ill. This con- 
cern first sends a request by mail about 
two days after the bill is past due. This 
is followed up by a form letter in a 
week, and by a dictated letter a week 
later. These efforts are then supported 
by a telegram, asking for a reply to the 
last letter, and if the telegram does not 
bring results within three days time, the 
following day letter telegram is dis- 
patched : 

“WE HAVE OUR CHOICE OF FILING 
SUIT ON YOUR ACCOUNT OR COLLECT- 
ING WITHIN FORTY-EIGHT HOURS WILL 
YOU HONOR DRAFT FOR (AMOUNT) OR 
ARE YOU SENDING CHECK PLEASE REPLY 
BY WIRE TODAY GIVING BANK CONNEC- 
TIONS IF YOU PREFER DRAFT SETTLE- 
MENT.” 

Mr. Simmering advises that his per- 
centage on this class of collection effort 
runs between 70% and 80%. 

A somewhat simpler rule followed by 
many credit authorities who employ 
telegrams extensively is that failure to 
answer three letters justifies a telegram, 
which unmistakably emphasizes that 
further procrastination cannot be tol- 
erated. 

In conclusion, herewith are listed a 
few more tested collection telegrams: 

‘UNLESS REMITTANCE REACHES HERE 
(DATE) LEGAL ACTION WILL START’ — 
A. R. Wilson, Auto Equipment Com- 
pany, Denver, Colorado. 

“CLOSING BOOKS IN FEW DAYS WON'T 
YOU MAIL CHECK’—O. P. Meckes, 
Credit Manager, John Snowcroft & 
Sons Company, Ogden, Utah. 

“URGENT WE RECEIVE IMMEDIATE 
AND FAVORABLE REPLY OUR LETTER 

(DATE)” ““WE MUST HAVE REMITTANCE 
AT ONCE.”—Globe Grain and Milling 
Company, San Francisco, California. 

“We have been very successful in 
obtaining response from debtors who 
ignore correspondence by using this 
telegram,” the Globe Grain and Milling 
Company advised. ‘We have also 
avoided payment of collection agen- 
cies’ commission by use of a short tele- 
gram threatening legal action unless par- 
tial or full payment is received at once.” 
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s “Retail prices will continue to rise during 


the next six months, 
increase may slow up . . 


° ° vi 
signs are evident. 


by A. W. ZELOMEK, 
Economist, 

Fairchild Publications, 
New York, N. Y. 


history of this country has there 

beeni as great an interest in the prob- 

able trend of retail prices as at 
present. It might be stated that without 
exaggeration our whole recovery pro- 
gram is closely tied up with this trend. 
It is hardly necessary for me to dwell 
at great length on the fact that a con- 
siderably greater advance in retail prices 
than in consumer income would jeop- 
ardize the chances of success of our 
recovery program. We need but to 
point to the increasing labor strife as 
an instance of the effects of a disloca- 
tion between income and expenses. At 
the same time, we cannot lose sight of 
the fact that we will have to contend 
with a group of our population who, 
peculiarly enough are at a decided dis- 
advantage under the “new deal,” due to 


“ At no time in the recent economic 
Mu 


their fixed income as against rising costs. ~ 


However, this is a topic in itself, and is 
somewhat distant from my subject. 

I am happy to state that it is much 
simpler to forecast retail prices at pres- 
ent than in the recent past. In my 
opinion also retail prices are more pre- 
dictable than wholesale, particularly cer- 
tain basic commodities in which I have 
been interested. As it appears to me, 
retail prices will continue to advance 
during the next six months. However, 
there is a possibility that the rate of 
increase, which has been gaining mo- 
mentum since the May low, may slow 
up somewhat. In fact, it is already 
showing signs of slowing up in the ratio 
of increase. 

We could hardly have expected the 
gain to continue in the geometric ratio, 
which was 1.4% in May, 2.6% in June, 
5.2% in July, and 8.4% in August, ac- 
cording to the Fairchild Retail Price 
Index. Even with a slowing-up in the 
rate of increase, prices will have risen 
at least 25% above current (Oct. 1) 
levels by next Spring or by the end of 


but the rate of 
already such 


April. This would bring retail levels 
at least 50% above the low recorded on 
May 1 of this year. 

Although prices would be at the high- 
est levels in more than three years, 
nevertheless, they would still be as much 
as 20% below the high of 1929 and 
preceding years, the 1929 level may be 
equalled in 12 months. 

In this connection, it is both interest- 


If you think prices are on 
pretty stiffly i ay glance down 
this table. It shows what people 
paid for common necessaries, as 
averaged by the Department of 
Labor for the whole country:— 


March a Aug. 
15, 15 


me 1933 1933 
Cents Cents Cents 


Sirloin steak, lb. 40.7 28.2 30.2 
Milk, qt. ........ 14.0 10.1 10.9 
Butter, Ib. ........ 53.6 24.8 27.3 
Eggs, doz. ........ 38.5 19.8 25.3 





Bread, lb. ........ 94 64 7.6 
Potatoes, Ib... 5.6 1.6 3.5 
Sugar, lb. ........ 6.7 5.0 


5.6 
Coal (soft), ton $9.25 $7, 43 $7.77 
—N. Y. World-Telegram 


ing and encouraging to note that the 
gain in retail prices and in general cost 
of living since the low point has been 
somewhat less than the gain in consumer 
income. However, the former has been 
advancing at a more rapid pace of late, 
which makes necessary a further im- 
provement in industry and trade and 
thus greater dollar income, if we are 
to avoid a decline in the ‘‘real’’ income 
of the consumer. 

I am certain that most of you would 
not be content in a mere statement as 
to what may be expected in retail prices 
during the next six months, but are in- 
terested in the reasons for my belief 
that a marked advance is probable. 

It seems to me that, thus far, too much 
stress has been laid on only one side of 
the cost equation. In recent months, 
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we have heard only the repeated argu- 
ment of higher raw material prices and 
increased labor costs as justification for 
the advance in retail prices. All these 
discussions seem to have overlooked the 
fact that prices had declined to ridicu- 
lously low levels which threatened the 
continuance of industry on a profitable 
basis. Furthermore, greater considera- 
tion should be given to the component 
parts of the cost-of-living index, par- 
ticularly in their actual and probable 
advance from their respective lows. 

There is no denying but that the 
American family reaped the benefits of 
cheap labor, destructive competition and 
also unprofitable prices of farm prod- 
ucts during the past several years. We 
find that the masses profited at the ex- 
pense of the raw material producer, the 
laborer and the employer. Note, for 
example, that the low in 1933 for 
wholesale prices of food was 48% below, 
using the U. S. Bureau of Labor Index 
as a basis. Textiles declined 45% dur- 
ing that period. At the same time, the 
decline in commodities as.a group was 
only 38%. 

To go one step further, let us examine 
the National Industrial Conference 
Board Index of Food and Clothing. 
This, as you probably know, is an index 
of cost to the consumer. We note a 
decline of 44% in 1933 under 1929 for 
food, 41% for clothing, and only 29% 
for all commodities. Since the Admin- 
istration is definitely determined to help 
the raw material producer and the 
laborer or wage earner, we naturally 
should expect a greater income from the 
low in these items, particularly in 
bringing these quotations back to a more 
normal competitive position. 

We have accomplished this fact to 
some extent, although as usually hap- 
pens, those who have profited by 59¢ 
men’s shirts, 49¢ silk hosiery, $2.50 silk 
dresses, cheap butter and egg prices, etc., 
hate to give up this advantage. Since 
there is general justification for the ad- 
vances in wholesale prices, we could 
hardly expect the retailer to absorb in- 
creased raw material costs and higher 
labor costs. The result, therefore, is 
higher retail prices. Since retail prices 
have already advanced about 25% from 
the low of May 1, the question is, what 
factors will influence still higher quota- 
tions and why? 

In concluding that higher retail prices 
are practically a certainty, it is necessary 
to consider some of the following: In 
the first place, with the exception of 
cotton goods, the various codes have 
gone into effect only (Cont. on p. 38) 
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Ratios as capacity gauge 


Second interview with Mr. Eugene S. Benjamin on his new book, “Practical 


Credit Analysis,” in which he shows methods of applying his ratio formulas 


when making a study of a financial statement to determine “capacity to pay”; 


the use of the hypothetical statement makes this illustration of his method quite complete 


studied when analyzing a financial 

statement, was presented in the No- 

vember issue of CREDIT AND FINAN- 
CIAL MANAGEMENT, in an interview 
with Mr. Benjamin. The interview was 
based upon a review of Mr. Benjamin's 
new book “Practical Credit Analysis.” * 

Herewith are presented Mr. Benja- 
min’s ideas as to the application of his 
method through the use of a hypotheti- 
cal statement. 

As pointed out in the November in- 
terview, Mr. Benjamin makes it quite 
clear that he does not consider the finan- 
cial statement the only means of gaug- 
ing credit but merely treats this subject 
as one of importance when taking up 
the general subject of “gauging the 
capacity to pay.” Paying habits, the 
actual buying record, the moral risk 
and capacity information as provided 
by the credit interchange reports are 
given a very important place by Mr. 
Benjamin in reaching a decision on 
credit matters. 

It will be recalled that Mr. Benja- 
min’s method of analysis of financial 
statements is based upon the basic idea 
that the so-called ‘‘current ratio” of $2 
in assets to $1 in liabilities does not 
present a picture of the situation the 
credit executive must see before he can 
intelligently pass upon the probable 
“capacity to pay’ of the customer he is 
considering. Repeating from the No- 
vember interview to review Mr. Benja- 
min’s main points, he sets forth that the 
credit executive must check six other 
ratios found in a financial statement in 
addition to the so-called current ratio 
of assets to liabilities. These six ratios 
are: 


= The theory that six ratios should be 
- 


1. Percentage of outstandings to sales. 
(Are accounts carefully collected?) 

2. Turnover of merchandise in rela- 
tion to sales. (Has inventory been prop- 
erly depreciated ?) 

3. Percentage of quick liabilities to 
sales. (Is liquid capital large enough 
for business handled ?) 

4. Percentage of quick liaibilities to 
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liquid capital. (Are loans used for 
capital deficiencies ?) 

5. Turnover of liquid capital as rep- 
resented in volume of sales. 

6. Turnover of merchandise as com- 
pared with turnover of liquid capital. 


Now let us see just how Mr. Ben- 
jamin goes about the work of figuring 
these ratios. He points out in the first 
place that until we are able to determine 
the real value of the current assets, the 
“current ratio” plan leaves too much to 
guess work. 

“This practice of the acceptance of 
the current assets at face value has re- 
sulted in the acceptance of a figure 
which represents the Working Capital 
without in any way determining whether 
this figure accords with the facts,” Mtr. 
Benjamin pointed out in explaining the 
basic idea back of his method. “But if 
Receivables and Merchandise should be 
accorded their value in relation with 
their proper percentage to Sales, the 
credit executive will find in many cases 


The credit job: 


Mr. Benjamin says he does not pre- 
sume to tell the credit men how or 
to what extent they shall pass credit. 
"It is his job and his responsibility 
to determine if Liability Ratios ren- 
der the credit uncertain. 

"The Operating Ratios give him 
the facts—he must make his de- 
cision not only on these facts but 
also on his judgment of the Ca- 
pacity Risk. , 

"As to the Capacity Risk he can 
be greatly assisted by a study of 
Turnovers, because the Turnover of 
Working Capital when excessive 
demonstrates either an undue re- 
liance on credit or speculative ten- 
dencies, or the straining to do a 
large volume to cover overhead." 


that the statement of working capital 
must be discounted. Such a scrutiny of 
a financial statement takes the guess 
work out of the current ratio.” 

Is it essential to continue to use the 
Current Ratio? Mr. Benjamin was asked. 
“The answer to this question is that it is 
not necessary to use the current ratio as 
now practiced for the proper appraisal 
of a balance sheet for credit purposes be- 
cause we have other and more determin- 
ing ratios to use for that purpose. These 
are the ratios of Liabilities to Working 
Capital linked up with the ratio of Lia- 
bilities to Sales, which provide the es- 
sence of what a good credit man wants 
to know. This is a demonstrable fact 
because these ratios show the relation 
between what the business owes and is 
entitled to owe and the actual working 
capital which is available to meet its 
debts. It is in essence ‘Gauging the 
Capacity to Pay.’” 

This looks very much the same as the 
Current Ratio, what is the difference? 
was Our next question. 

“The difference is that we have not 
accepted the working capital as shown 
by the balance sheet, until we have 
proven the reliability of the figures from 
which it is the result.” 

How do you proceed to prove these 
figures ? 

“By allowing as a current asset only 
such proportion of the Receivables as 
is justified by the volume of sales accord- 
ing to the terms granted on sales. 

“By allowing as a current asset only 
such proportion of the Inventory as is 
justified by the volume of sales.” 

This is apparently an arbitrary meth- 
od; how do you determine the due 
proportions of Receivables and Inven- 
tory in any given trade? 

“As to time Receivables, they have 
the same meaning and interpretation in 
every avenue of business; 30-60 or 90 
days terms mean the same thing every- 
where. Given the sales and the terms 
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EXAMPLE OF THE USE OF OPERATING RATIOS 
SHOWING CURRENT RATIO SUPPORTED 


In order to demonstrate more fully the uses of Trade Standards, there 
is set up a hypothetical statement of a wholesale clothier with an analysis 
and with conclusions reached on each operating ratio, based on the 1923 
Standard. 

X. Y. Z. CORPORATION 


Date November 30, 1924 
Current Assets 


RS Papi Nt f: 


ogo: 125,000 
EEN oe .. 75,000 
NS 0 95S GSview aalck 770,000 
1,770,000 

Non-Current Assets 
Plant and Machinery ................ 250,000 
Total Assets ........ ...... 2,020,000 

Liabilities 

a ao hy Sadie Sk Ba ah ig. pid Seok og 600,000 
Accounts Payable .................. 170,000 
‘Total Liabilities ..... _.... 770,000 
ere 1,250,000 
Liquid Capital ...... _ 1,000,000 
Saree 3,500,000 
125,000 


Net Operating Profit 


OIE ge ce ea terwane’ 2.30—Fairly proportioned 


OPERATING RATIOS 


Receivables to Sales 25% —The Wholesale Clothiers Standard shows that 
this is a fair percentage for that date. Very few houses show any larger 
percentage than this and most of them show a considerably lower per- 
centage. It is listed as fair only because while this is a defensible per- 
centage, it should not show up any greater without raising a suspicion 
that there is a certain proportion of slow paying accounts represented in 
this item. Notes Receivable are grouped together with Accounts Receiv- 
able. Attention is called to the fact that in the Clothing Trade notes are 
generally given for past due open accounts, and therefore a large volume 
of notes on a Clothier’s statement must be viewed with suspicion. 
Merchandise to Sales 22%—Fair proportion. This conclusion is based upon 
the average shown by the Standard. Many of its competitors show con- 
siderably smaller percentage. Due to present uncertain values of com- 
modities, this ratio for 1931 should be one-third less for safety. 

Liabilities to Sales 22% 4 

Liabilities to Liquid Capital 77%\—These two Operating Ratios should 
be considered together as they bear upon each other. A Clothier whose 
liabilities on November 30th are less than his liquid capital should be in a 
position to meet his obligations without undue bank borrowings and his 
liabilities to liquid capital are more significant than his liabilities to sales. 
It will be found that when the liabilities to liquid capital are as large as 
100%, the Clothier is attempting to do more business than his working or 
liquid capital will permit, and that his volume is being done consequently 
upon the undue use of banking credit. 

Turnover of Liquid Capital—The Standard shows that Clothiers who sell 
on regular terms can do a turnover of 31/2. times their capital with prof- 
itable outcome and without undue reliance on bank loans. When they sell 
on shorter terms their turnover can reach 412 times or even slightly 
greater. When the Turnover of Liquid Capital is greater than the Stand- 
ard, the other Operating Ratios become highly important. 

Turnover of Merchandise—The Standard shows that those Clothiers who 
turned over their merchandise more often than they did their liquid 
capital, made good profits represented in cash or receivables. When the 
turnover of merchandise was not in excess of the Turnover of Liquid 
Capital, it showed up in small profits, losses or top-heavy inventory still 
to be sold. 

Conclusion—Current Ratio being fairly supported by the Operating 
Ratios, this Corporation should be a fair credit risk as far as its statement 
is concerned 

Note—If this statement were dated October 31st or December 31st, 
slightly different Operating Ratios would apply on merchandise and 
receivables. 


it is not arbitrary to penalize a business 
which shows outstandings in excess of 
these terms, when one is desirous of ex- 
tending credit based on these Receiv- 
ables being liquid. 

‘As to Inventory, a standard with full 
comparison with other businesses of same 
type and character is a definite way of 
determining the amount of inventory 
which a business is entitled to carry on 
the date of the balance sheet. When 
such a standard is not available a credit 
man should be able to estimate the out- 
side allowance of inventory on which 
he can conservatively base his credit. 
There is a general turnover atmosphere 
surrounding all merchandise whether in 
a manufacturing, jobbing or retailing 
venture, and with the exception of raw 
products which have a quotable cash 
value, such as wheat, cotton, wool, silk, 
metals, etc., no inventory should be in 
excess of a definite percentage of the 
Sales, in order to accord it full value as 
a current asset. In all cases where stand- 
ards are not available, nor comparison 
with previous balance sheets of the same 
client available, a credit man should be 
able to estimate the allowable turnover 
with proper liberality towards his 
client.” 

If then this plan of valuing a balance 
sheet and finding the real working capi- 
tal in the business, is adopted and 
found to be satisfactory, are there any 
further steps to be taken before the ex- 
tension of trade or bank credit? 

‘The answer to this is decidedly yes. 
We must also ascertain whether the ap- 
plicant for credit is conducting his busi- 
ness conservatively in order to determine 
the likelihood of an unfavorable change 
in the conduct of the business. 

“This brings us to a further discussion 
of the liability ratios, namely, the per- 
cent of Liabilities to Sales and percent 
of Liabilities to Liquid Capital, and the 
turnover ratios, namely the Turnover of 
Ligiud Capital and the Turnover of Mer- 
chandise in relation to the Turnover of 
Liquid Capital. 

“In order to obtain the best results 
from the use of these Liability Ratios 
and the Turnover of Liquid Capital, it 
is necessary to first remodel the figures of 
the balance sheet by revaluing the Cur- 
rent Assets when this appears to be 
necessary, always being careful not to be 
over critical (as to the value of receiv- 
ables and merchandise) and the result 
will show the true or real value of the 
Working Capital. 

“Such revision of the balance sheet 
will probably result in a decreased 
Working Capital and an increased per- 
centage of Liabilities to Sales and of 
Liabilities to Working (Cont. om p. 38) 
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N. A. C.M. pioneers 


by J. H. TREGOE, 
Past Executive Manager, 


N. A. C.M., 1912-'27 


Chapter Four: Formative Years 


disclosed a new outlook to the pub- 

lic mind. The -provincialism that 

had kept communities and industries 
ingrained with local pride gave way to 
a broader perspective, one that excited 
the imagination, exhilarated the acquisi- 
tive disposition, and furnished fuel for 
the Saturday night forums of the coun- 
try stores. 

Our first billion dollar organization, 
the U. S. Steel Corporation, was a crea- 
ture of this new spirit; a new liveliness 
was discernible in the marts of trade; 
the inherent urge to make riches quick 
and the speculative fancy were again let 
loose. 

It is but fair to say that this new out- 
look,—the new energy, the new scheme 
of things,—had a foundation in the 
wider circulation of credit, and the 
building of a banking power that loaned 
strength to capitalistic enterprise. Over- 
coming the former sluggishness of credit 
and adapting it to more pretentious ven- 
tures than had ever been dreamed of, 
was the vivid response to a technic that 
had been built by the initiative and long- 
distance thinking of the founders of our 
organization. 

The foundation years had revealed 
sound construction principles; every 
stone was conscientiously laid and no 
deviation ever entertained or even 
thought of from the declaration of pur- 
poses set out in the association’s consti- 
tution. These cardinal purposes have 
grown dim with the years, but we are 
apt to drift should they not be constantly 
freshened up and eternally defended as 
the chart of the association’s course. 
These charter purposes constitute a 
classic and I quote them from the con- 
stitution :— 

“The object of this association shall 
be the organization of individual credit 
men and of associations of credit men of 
the United States in one central body 
for the purpose of rendering more uni- 
form and establishing more firmly the 


1 first leaf of the 20th century 
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“This new outlook, new energy, new scheme of 


things had a foundation in the wider circulation of 


credit . . . the broader perspective furnished fuel for 


the Saturday night forums of the country stores.” 


basis upon which credit in every branch 
of commercial enterprise may be found- 
ed, which shall include a demand for 
a reform of the laws unfavorable to 
honest debtors and the enactment of 
laws beneficial to commerce throughout 
the several states; the improvement of 
existing methods for the diffusion of in- 
formation, the gathering and dissemina- 
tion of data in relation to the subject of 
credit, the amendment of business cus- 
tom whereby all commercial interests 
may be benefited and the welfare of all 
may be advanced; the provision of a 
fund for the protection of members 
against injustice and fraud, and such 
other subjects as the association may de- 
termine upon in a manner hereinafter 
prescribed.” 

In the midst of the newly awakened 
national interest and ambition, the asso- 
ciation’s pot was boiling. Its commer- 
cial and ethical utilities were growing 
in the public esteem; its foundation was 
proving strong enough to sustain a 
large and permanent structure of com- 
mercial service. 

In the forepart of 1902, amending the 
National Bankruptcy Act held a fore- 
front position in the association’s activ- 
ity. It was regrettable that the Act orig- 
inally passed and after years of strenu- 
ous seeking, bore the impress of an 


if 

you have liked these four 
articles on N.A.C.M. history— 
and there are more to come 
—let us know whether you 
would care to have them com- 
piled into a booklet at the 
ree cost of 50 cents. 

e've had several requests 
already. If enough are re- 
ceived we can go ahead with 
this idea. . 


agrarian sentiment that gave to commer- 
cial legislation always a hard row to 
hoe. The Referees in Bankruptcy or- 
ganized along national lines and under 
the leadership of Mr. William H. 
Hotchkiss of Buffalo, N. Y., joined 
forces with our Legislative Committee 
in building up a sentiment favorable to 
the passage of the Ray Amendatory Bill. 
Around this bill raged the arguments of 
the irreconcilables to bankruptcy legisla- 
tion; and when everything was set for 
the final test, June 17, 1902, a repeal 
bill first had to be set aside by a roll 
call of the House before the Ray bill 
was adopted by a majority vote. 

Latent and potential ideas on impor- 
tant credit and economic problems, 
aroused by the pioneeer task of building 
channels for the safe circulation of 
credit, were offered an outlet in a 
monthly publication of the Business Lit- 
erature Committee, an unadorned and 
very plain pamphlet entitled ‘Business 
Topics”. This educational lever of the 
National Association in its youthful 
days attracted wide attention and col- 
lated in its pages expressions of opinion 
on the credit subjects of the day in a 
manner and with a directness that would 
challenge the thought of present day 
credit thinkers. They reflected a sturdi- 
ness and a courage which we can well 
emulate. Mr. Malcolm Graham Jr. of 
New York, who is unknown to the pres- 
ent generation of credit managers, was 
the pivotal power in this educational 
campaign and to those who knew him 
well, the memories of his personality 
and his clear ideas will be as lasting as 
life itself. 

This period discovered that a num- 
ber of the local units, organized in a 
weak fashion, with no strong control, 
were undergoing a knitting of their 
bones;—the underlying strength in 
many of the local outposts was discern- 
ibly improving. One of the very in- 
teresting croppings out of the fraternal 
and educational spirit was the dinner 
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meeting, that now became a fixed fea- 
ture in many of the local bodies. At 
these meetings unusually strong profes- 
sional addresses were offered and a com- 
munity of interest encouraged. It was 
a social and educative venture into a 
practically undeveloped field, which 
blazed the trail for this type of meeting 
that was later to become so popular. 

The administration of Mr. Young of 
St. Paul closed at Louisville, Ky., where 
the National Association convened dur- 
ing June, 1902, for its seventh annual 
meeting. The registration at this Con- 
vention was 219; the entire membership 
was reported by the Secretary to be 
4,004, with 33 local associations. Dur- 
ing the previous year, the expansive 
work had proceeded in fine fashion, and 
added to the roll of local associations 
were Atlanta, Columbus, Evansville, 
Grand Rapids, Lincoln, Los Angeles, 
Memphis, Omaha, San Francisco, Seat- 
tle, Sioux City. 

No more helpful change had been 
wrought by the Association than the 
good faith and completeness of credit 
information. As it had been conducted 
in the days prior to 1896, no depen- 
dence, to speak of, could be placed on 
the information that passed between 
credit departments and it was for this 
reason above all reasons that commerce 
and finance progressed very slowly. 
With the expanding commerce so clearly 
discovered in the first years of the twen- 
tieth century, the direct flow of informa- 
tion between credit departments was un- 





and traditions 





equal to the increasing demands for 
credit information, so at the Louisville 
Convention one of the forefront fea- 
tures was a report on this particular 
subject, which naturally was uppermost 
in the minds of many of the delegates. 

The Credit Clearing House had pro- 
posed to the National Association a plan 
for conducting credit experience inter- 
change in behalf of the Association's 
members. The proposal fell under seri- 
ous consideration and the idea gradually 
emerged that the gathering and dissem- 
ination of credit experiences was a con- 
fidential procedure that should be con- 
trolled and conducted. by the credit 
men’s own organization. A Committee 
entrusted with a study of this subject 
offered its report at Louisville and in 
which the proposal of the Credit Clear- 
ing House was disapproved of ; the Com- 
mittee recommended the appointment of 
a committee of five to consider, to de- 
velop and submit a plan later for the 
organization of Interchange Bureaus by 
the local bodies. 

The prosecution of credit crimes was 
a very prominent subject of debate at 
this convention; a small fund for the 
purpose had been raised and its admin- 
istration entrusted to a department of 
the National Association. As indicative 
of the high position taken on this sub- 
ject, the Investigation Committee earn- 
estly recommended that members should 
not entertain credit transactions with 
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any one whatsoever who had been im- 
plicated, directly or indirectly, in credit 
fraud. 

Protecting credit by adequate fire in- 
surance had not been systematically 
sought in the old days. The need of 
this protection as a help toward a safer 
circulation of credit was prominently 
brought out at the Louisville Conven- 
tion. The debate on this subject could 
not be improved today for cogency and 
an intelligent comprehension of what 
the safety of credit demands. 

The glance backward clearly reveals 
that when the National Association’s 
sixth year had passed, there had also 
passed its experimental period; its 
muscles were visibly hardening, its self- 
assurance developing; the fact was in- 
disputable that the Association had come 
to stay. 

It sounds a little strange to the philos- 
ophy of today, but at this period of the 
Association activities, youth was not ac- 
corded the eminence that has since come 
to it so overwhelmingly. The writer, 
when considered for the President's of- 
fice, aroused considerable opposition in 
a segment of the Convention by his 
youth; he was very much younger than 
the gentlemen who had previously filled 
the President’s position. The elections 
in those days had a great deal of good 
humor attached to them, there had never 
been any acrimony or political wire pull- 
ing, so when the time for making a 
selection arrived, the opposing candi- 
date, a man of excellent parts and high 
commercial position, retired from the 
contest and the writer was unanimously 
elected. Mr. George B. Pulfer of De- 
troit received the Vice-President’s office. 

Upon the recommendation of Mr. 
George C. Ford of Rochester who had 
occupied the position of Treasurer of 
the National Association during the pre- 
ceding year, this office was joined to 
that of the Secretary and thereafter they 

were never severed. Mr. Prendergast 
was inducted into the dual position. 

When the third leaf of the twentieth 
century was turned, 1903, there was an 
apparent subsidence of the speculative 
excitement that had brought losses to 
very many who had become intoxicated 
over the new outlook; a deeper inter- 
est in the industrial outlook fastened it- 
self upon the minds of the people, the 
appeal of overnight riches gave way to 
the steady climb; there came this year a 
steadiness and a co-operation in our pro- 
ductive enterprises; that was the first 
gesture toward those powers that 
groomed us for the titanic task which 
came with the first (Cont. on p. 34) 
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BUSINESS INDEXES: The Standard Statistics Company index of 
industrial production for the estimated period ending with No- 
vember | shows a |1.8 per cent gain over the same period of 
1932. However, the index at the close of October this year 
was 25.7 per cent below the peak figure of the year in July. The 
low for the year was registered in March. The July peak was 
66.6 per cent. . Fisher's index on November || showed a drop of 
two decimal points over the previous week but | 1.3 per cent 
above a corresponding period in 1932. A rather sharp increase 


in the number of failures was reported during the week of No- 
vember II. 


AUTOMOBILE TRADE: The seasonal let down in production 
before bringing out new models was indicated during the week 
of November I 1. The index on October 28 was 33.1 while on 
November || it had fallen to 14.8. However retail sales have 
held above the production pace, indicating that dealers will be 
going into the new selling season with their floors cleared of old 
models. It is an interesting item in this connection that as- 
sembly lines in the plants of twelve companies were closed down 
during the week of November 18. The General Motors Com- 
pany has already started advertising the important new fea- 
tures on its 1934 lines. 


STEEL PRODUCTION: Iron Age reported on November 15 
that steel production has apparently found a temporary leve! 
under present conditions. There has been a gain in some lines 
of production, such as full sheets for automobile production, 
but the average for the industry is about the same as a month 
ago, which is about 26 per cent of capacity. The big increase 
in automobile steel is not expected until late January, although 
some initial orders will be booked by mid-December. The 
impending orders for rails and rolling stock are not anticipated 
to affect the production schedules until after the New Year. 


TEXTILE TRADE: The Daily News Record on November 21 car- 
ried several indexes of increasing confidence in the business 
situation. This authority stated: There is unanimity of opinion 
among those who know the trades intimately that not in several 
years has there been registered such a feeling of hopefulness in 
the revival of profitable business, in the recognition wa the con- 
sumer of style and quality—and in the money-making possibili- 
ties of the future.” 


CAR LOADINGS: For the week ending on November 15, total 
car loadings were placed at 537,000 as against a total of 
607,000 for the previous week. One item of satisfaction, how- 
ever, is found in the fact that the slump in the corresponding 
week last year was about 17,000 greater than this year. Traffic 
on the leading eastern lines accounted for most of the slump 
during the November 15 week. 
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Comment on Business 

Automobile tire production is con- 
sidered an excellent business index, so 
it is interesting to note that total fig- 
ures for this industry as indicated in 
reports made by the Rubber Manu- 
facturers Association to the Depart- 
ment of Commerce show that produc- 
tion is running about 3.4 per cent above 
last year. The year started off in Jan- 
uary and February about a million cast- 
ings below the corresponding months 
in 1932. In March, however, there 
was a decided upswing and by the 
end of April the index line had passed 
that of *32. 

Output of pneumatic casings for 
automobiles totaled 25,394,000 tires 
from January to August, the last month 
for which complete records are avail- 
able. This compares with an output 
of 24,552,000 casings in the same 
months of 1932. The outlook for the 
remaining months of 1933 indicates a 
production that will continue in excess 
of last year. 

The peak of production each year 
occurred in June. In 1933, the in- 
crease in output from Spring to mid- 
summer was more rapid than the cor- 
responding increase in 1932. Further, 
the decline from the June peak was 
less sharp in 1933 than in 1932. 


Retail collections improve 

An interesting survey issued by the 
Department of Commerce during the 
month shows that the time consumers 
take to pay their bills is gradually de- 
creasing. The survey covers the period 
from January through June. It shows 
a gain in collections in May and June. 
The summary of the survey says: ‘“Dur- 
ing May and June the open account 
collection percentages reversed their 
previous downward trend of the last 
three and a half years and showed in- 
creases over the same months of last 
year as well as over those of the pre- 
ceding months of this year.” 

Other interesting features of the re- 
tail collection situation are included in 
the following: 

“The collection percentages indicate 
that the average length of time open ac- 
counts receivable were outstanding— 
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that is, the average length of time the 
retailers’ dollars were tied up in their 
open accounts receivable—was 82 days 
for the first 6 months of 1932 and 83 
days for the same period of 1933. This 
slight increase in the average for the six 
months’ period of this year is significant 
in itself, in that previous reports cover- 
ing the period since January 1, 1930, 
have all showed greater increases. In 
addition the averages for the months of 
May and June of this year showed im- 
provement over those of the same 
months last year. The average for May 
of this year was 79 days in contrast with 
83 days for last year. The average for 
June of this year was 78 days in con- 
trast with 84 for last year. 

“The average length of time that ac- 
counts receivable are outstanding, or 
the turnover of receivables, as it is 
commonly called, is obtained from the 
collection percentage by dividing 30 
days by the decimal equivalent of the 
collection percentage. Thus, if the col- 
lection percentage is 40 per cent, the 
turnover of receivables in days is 
30 + 0.40, or 75 days. 

“The installment account collection 
percentage for all stores reporting was 
13.5 per cent for the first 6 months 
of 1932 and 12.7 per cent for the same 
period of 1933. There was thus a de- 
crease in installment collection per- 
centages for the periods considered. 
However, during May and June, in- 
stallment collection percentages _ te- 
versed their previous downward trend 
of the last 314 years and showed in- 
creases over the corresponding months 
of last year as well as over those of 
the preceding months of this year.” 


Possible Russian trade 


Perhaps the most important event 
during the month was the recognition 
by the United States of the Soviet gov- 
ernment which opens the way for a 
resumption of trade relations with that 
extensive market. It has been estimated 
that American export trade may be 
boosted by $100,000,000 or more 
through this new Russian trade. 


In spite of the lack of official com- 
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munication between the two govern- 
ments, U. S. exports to Russia totaled 
$111,400,000 in 1930 and $103,500,- 
000 in 1931, the records of the U. S. 
Commerce Department show. This 
business was built up from exports 
averaging $23,500,000 a year in pre- 
war years. In 1927, the U. S. sold to 
Russia goods worth $64,100,000, while 
in 1928 the total was $72,500,000, and 
in 1929 approximately $81,500,000. In 
1932, however, exports fell to $12,- 
500,000, while this year the volume 
will not be more than $9,700,000, es- 
timates indicate. 

Germany and England are credited 
with having taken from this country 
some of the Russian trade, because 
both countries recognized the Soviet 
Government and_ granted financial 
credits. 


Rail line earnings 


Class I railroads of the United 
States for the first nine months of 1933 
had a net railway operating income of 
$340,973,877, which was at the annual 
rate of return of 1.78 per cent on their 
property investment, according to re- 
ports just filed by the carriers with the 
Bureau of Railway Economics. In the 
first nine months of 1932, their net 
railway operating income was $197,- 
832,444 or 1.03 per cent on their prop- 
erty investment. 

Gross operating revenues for the 
first nine months of 1933 totaled $2,- 
298,099,370 compared with $2,337,- 
623,354 for the same period in 1932, 
a decrease of 1.7 per cent. Operating 
expenses for the first nine months of 
1933 amounted to $1,665,718,465 com- 
pared with $1,831,750,281 for the 
same period in 1932, a decrease of 9.1 
per cent. 

Class I railroads in the first nine 
months of 1933 paid $200,153,616 in 
taxes compared with $216,944,448 for 
the same period in 1932, a decrease of 
7.7 per cent. For the month of Sep- 
tember alone, the tax bill of the Class 
I railroads amounted to $21,746,668, a 
decrease of $1,501,750 under Septem- 
ber, 1932. 
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City 











State 


Arkansas 
California 


Connecticut 


Illinois 
Indiana 


Louisiana 
Massachusetts 
Michigan 
Montana 
Nebraska 
New York 
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Phoenix 
Little Rock 
Los Angeles 
Oakland 
San Diego 
San Francisco 
Denver 
Pueblo 
Bridgeport 
Hartford 
Waterbury 
Washington 
Jacksonville 
Tampa 
Atlanta 
Boise 
Quincy 
Evansville 
Fr. Wayne 
Indianapolis 
South Bend 
Terra Haute 
Burlington 
Cedar Rapids 
Des Moines 
Ottumwa 
Sioux City 
Waterloo 
Wichita 
Lexington 
Louisville 
New Orleans 
Shreveport 
Baltimore 
Boston 
Springfield 
Detroit 
Flint 

Grand Rapids 
Jackson 
Duluth 
Minneapolis 
St. Paul 
Kansas City 
St. Joseph 
St. Louis 
Billings 
Great Falls 
Helena 
Omaha 
Newark 
Trenton 


City 


Little Rock 
Oakland 

San Francisco 
Bridgeport 
Washington 
Quincy 
Evansville 
Indianapolis 
Terre Haute 


Shreveport 
Springfield 
Flint 

Great Falls 
Omaha 
Albany 








Fair 
Good 
Fair 
Slow 
Fair 
Good 
Fair 
Slow 
Good 
Fair 
Fair 
Slow 
Slow 
Slow 
Fair 
Good 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 
Fair 
Slow 
Slow 
Fair 
Slow 
Slow 
Fair 
Fair 
Fair 
Slow 
Slow 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Fair 
Fair 
Fair 
Fair 
Slow 
Fair 
Slow 


Changes 


Collections 


Fair to Good 
Fair to Slow 
Fair to Good 


Fair to Good 


Fair to Slow 
Slow to Fair 


Good to Fair 


Fair to Slow 
Slow to Fair 
Fair to Slow 


Fair to Slow 


Collections 








since 


Sales 


Fair to Slow 
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State 
New York 


North Carolina 


Ohio 
Pennsylvania 
Rhode Island 
Tennessee 
Texas 
Virginia 
Washington 


Wisconsin 


City 


Albany 
Binghamton 
Buftalo 
Elmira 

New York 
Rochester 
Syracuse 
Utica 
Charlotte 
Grand Forks 
Cincinnati 
Cleveland 
Columbus 
Dayton 
Toledo 
Youngstown 
Tulsa 
Allentown 
Altoona 
Harrisburg 
Johnstown 
New Castle 
Wilkes-Barre 
Providence 
Sioux Falls 
Bristol 
Chattanooga 
Knoxville 
Memphis 
Dallas 

EI Paso 

Ft. Worth 
Houston 
San Antonio 
Salt Lake City 
Richmond 
Roanoke 
Bellingham 
Seattle 
Spokane 
Tacoma 
Bluefield 
Charleston 
Clarksburg 
Lynchburg 
Parkersburg 
Wheeling 
Fond du Lac 
Green Bay 
Milwaukee 
Oshkosh 
Honolulu 
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ARIZONA: Phoenix reports the pros- 
pects for Central Arizona are much 
brighter. The public works adminis- 
tration under the N. R. A. has approved 
an $18,912,000 loan to the Verde Dis- 
trict located in Maricopa County, of 
which Phoenix is the county seat. Bene- 
fit of the expenditures in this district 
will be felt in practically all parts of 
the state. 


CALIFORNIA: Sales in Oakland took 
a slump after showing steady gains for 
several months. The food product 
lines in San Francisco show collections 
good. The retail department store fur- 
niture and apparel stores sales have de- 
clined in volume. 


COLORADO: Denver reports sales 
spotty, but a pick-up is expected because 
of the Beet Pay days. 
CONNECTICUT: The factory output 
in Waterbury has slowed up somewhat, 
with a consequent layoff of employees. 
Sales of necessities and collections con- 
tinue very well under conditions. 


FLORIDA: Jacksonville informs us 
there has been the very slightest pick-up 
in business. 

GEORGIA: Colections in some lines in 
Atlanta are very good. Sales are run- 
ning from fair to good. 


INDIANA: Somewhat of an improve- 
ment is evident in both sales and col- 
lections in Evansville. Terra Haute re- 
ports some increased business and ac- 
tivity. It appears everyone is waiting 
to see what the N.R.A. will bring 
forth. Locally it seems that the dis- 
tilleries and a new recovery will help 
things. 

KANSAS: The short crops in Wichita 
have affected business and sales and col- 
lections are slow. 


LOUISIANA: One section reports there 
has been a tendency to stop discounting, 
but bills are being paid when due. 
MICHIGAN: Detroit has not experi- 
enced any noticeable change since last 
month. Sales in Jackson have dropped 
considerably during the past month. 


MINNESOTA: A slight improvement 
in collections has been noted in Duluth, 
but not large enough to be classified as 
good. Business generally has slowed 
down. A survey conducted in Minne- 
apolis indicates that retail sales have 
improved slightly. Two out of thirteen 
lines of trade report collections fair to 
good and sales good, seven report sales 


Collections stable, sales drop 


and collections fair and four report sales 
and collections slow. In the metro- 
politan area of St. Paul collections are 
very slow, with the country area show- 
ing fair to good. The Minnesota corn 
crop has been above average for ten 
years, with other crops below. A small 
agricultural area shows all crops much 
below normal and collections difficult. 
Most lines report sales as good, but 
hardware, auto accessories and leather 
hold sales in the fair classification. 


MISSOURI: While sales continue slow 
in St. Joseph, an improvement has been 
noted since the weather turned cold. 
The farm unrest has affected business at 
many points. 





Summary 


This Month: 


Collections: Sales: 
Good 8 Good 8 
Fair 56 Fair 55 
Slow 38 Slow 38 
Last Month: 
Collections: Sales: 
Good 4 Good 9 
Fair 65 Fair 64 
Slow 32 Slow 27 





NEW JERSEY: Newark reports gains 
appear to be only seasonal. Conditions 
in Trenton are inclined to be very 
“spotty” in both sales and collections. 
Some reports are good in both depart- 
ments. 


NEW YORK: Buffalo. The wholesale 
credit report of the Bureau of Business 
and Social Research of the University of 
Buffalo indicates there was a rise in the 
ratio of overdue to outstanding accounts 
of 22 wholesale concerns in the Buffalo 
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area from October 1 to November 1 
caused by a 3 per-cent gain in the out- 
standing accounts accompanied by a 5 
per-cent rise in the overdue accounts. 
However, there was a favorable drop 
of 6 per-cent in the ratio from Novem- 
ber 1, 1932 as against November 1, 
1933. This was the seventh consecu- 
tive month to register such a gain. 


NORTH CAROLINA: Charlotte re- 
ports collections have not kept pace with 
sales and show a tendency to slow up. 
Sales have shown considerable increase 
during the past few months, but some 
decline has been noted at present, ex- 
cept on seasonable merchandise. 


PENNSYLVANIA: Altoona is very 
hard hit. The shops of the Pennsyl- 
vania Railroad are working a little more 
each month, about twelve to fifteen days 
instead of eight, but winter expenses 
are heavier and no benefit is seen. The 
steel and coal production in Johnstown 
have lagged on account of the code 
differences and uncertainties. 


TEXAS: Ft. Worth believes both col- 
lections and sales in the areas where 
plow up cotton money has been paid, 
and the cotton crop gathered and sold, 
are better than any period during the 
past three years. Especially is this true 
in West Texas and the Panhandle. Both 
sales and collections in the rural dis- 
tricts are much better than in the larger 
cities, which is due to the movement of 
the cotton crop. San Antonio shows 
an improvement over this period last 
year, with good prospects to the end of 
the year. The prospects after the first 
of year appear poor. 


VIRGINIA: A seasonal improvement 


has been noted in tobacco sales in 
Roanoke. 


WASHINGTON: There appears to be 
a decided falling off in business in 
Seattle in the past-month. Both sales 
and collections in Spokane are fair, but 
falling off slightly. 


WEST VIRGINIA: A slight pick-up 
in collection has been noted in Clarks- 
burg. Sales show no improvement dur- 
ing the past six weeks. Very little im- 
provement has been shown in collec- 
tions in Parkersburg. Sales have in- 
creased slightly. 


WISCONSIN: The milk and farm 
strike have affected both sales and col- 
lections in Green Bay. 
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What would inflation 
mean fo 


Some interesting points on insurance 
and inflation were brought out recently 
by Paul Tomlinson in Harper's Maga- 
zine: 

“Everyone knows that a life insurance 
contract calls for the payment of a speci- 
fied number of dollars. Many people 
are asking themselves nowadays if it is 
wise for them to buy such a contract 
when the purchasing value of dollars 
seems to be decreasing steadily. If 
prices are inflated, they say, money will 
be deflated and it will be better to own 
property, or to buy stocks, which can 
be sold later on for more dollars than 
they cost,” he writes. 

“This is a reasonable point of view, 
and on the face of things, a sound one. 
There is, however, another side to the 
picture. 

“Life insurance is not only a protec- 
tion, but an investment. The first essen- 
tial of a good investment is safety. If 
inflation raises the price of farm prod- 
ucts so that farmers can pay their mort- 
gage loan interest and principal, that 
certainly will help the life insurance 
companies. If inflation raises the price 
of real estate and the life insurance com- 
panies can sell at a profit those prop- 
erties they have been forced to take 
over, they will be benefited materially. 
If inflation raises the price of securities 
the life insurance companies, the largest 
investors we have, are going to be tre- 
mendously strengthened financially. If 
inflation puts men back to work and en- 
ables policyholders to pay back their 
loans the life insurance companies are 
going to benefit. If inflation brings 
back general prosperity, the life insur- 
ance companies will share in it, and any- 
thing which is done to increase pros- 
perity makes for the greater safety of 
life insurance. 

“The bulk of the companies’ invest- 
ments are in mortgages and bonds; like 
life insurance contracts they are promises 
to pay a certain number of dollars. 
These investments do not contain the 
possibility of speculative profits, but 
while they offer little chance of gain 
neither do they threaten their owners 
with any great possibility of loss. They 
guarantee the policyholder that the dol- 
lars he contracted for will be paid. 
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insurance? 


“Does all this mean that the dollars 
paid on a policy claim must always be 
cheap dollars and not inflated dollars? 
On the contrary. The maturing of a life 
insurance policy as a death claim, espe- 
cially in the early years of its operation, 
brings about an inflation so large that 
its profits cannot possibly be equalled 
by the inflation in commodity and stock 
prices which it is presumed will follow 
the present proposed form of inflation. 

“If a man pays a $50 premium on a 
life policy and dies the first year his 
beneficiaries will have a claim against 
the company representing an inflation 
of 2000% of each dollar he paid in 
premiums. If he dies within five years 
the percentage will be 400% ; if within 
ten years, 200%. Does anyone think 
that commodity prices will show any 
such inflated value as this? 

“If a man pays a premium of $20 a 
year per $1000 on life insurance it is 
interesting to calculate the advances that 
would have to be made in stock market 
prices in order to yield a dollar profit 
equivalent to the yield of the policy if 
it becomes a claim. If the claim were 
made at the end of one year,-a stock 
selling currently at $100 a share would 
have to sell at $5000 a share to yield an 
equal return on the investment; to yield 
an equal dollar profit at the end of five 
years it would have to sell at $1000 a 
share. The stock market has responded 
to the injection of the inflation serum, 
but no one in his wildest dreams expects 
stock values to climb to such dizzy 
heights. On the same basis of com- 
parison wheat would have to sell a year 
from now at $35 a bushel, hogs at $200 
per 100 pounds, and cotton at $4 a 
pound. 

“It scarcely seems likely that inflation 
will cheapen dollars to such an extent 
that wheat will, during the next five 
years, bring an average price of $15.98 
a bushel, that U. S. Steel common will 
sell at an average of $10.39 a share, or 
American Tel. and Tel. at $20.83. Yet 
it is to these averages that prices must 
soar if the return on investments in the 
commodity and stock markets is to be 
equivalent to the return on a life insur- 
ance policy which becomes a claim dur- 
ing the first five years. 
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“Someone may object that these fig- 
ures merely indicate that the holder of 
a life insurance policy must die within 
a few years to win. The objection is 
overtuled. It is perfectly true that the 
purchasing value of dollars is subject to 
change while the number of dollars paid 
on a matured life policy are always fixed. 
Everyone knows elderly men and 
women, however, whose incomes have 
remained fixed for the past twenty years, 
and yet they have lived on a practically 
unchanged scale. The human element 
pretty well takes care of this problem, 
and it is a fact that as people grow older 
a dollar becomes increasingly valuable 
to them. And who knows that twenty 
years from now living costs may not be 
lower than they are today? History 
shows that while the price level is always 
fluctuating it remains fairly constant over 
relatively long periods of time. 

“The flurry of inflation probably will 
pass. The possibility of untimely death 
is always present, however, and old age 
arrives regularly on scheduled time. No 
better protection than life insurance has 
ever been discovered. No better protec- 
tion exists today.” 


So Quick 

A lady who had just received an in- 
teresting bit of news said to her little 
daughter: 

“Marjorie, dear, auntie has a new 
baby, and now mamma is the baby’s 
aunt, papa is the baby’s uncle, and you 
are her little cousin.” 

“Well,” said Marjorie, wonderingly, 
“wasn’t that arranged quick!” 


"Can't Keep None in Stock" 

Up at a northwestern lake resort is a 
general merchant who is a character. 
His store has a little of everything in it. 
A lady “‘resorter” found there a small 
artistic porch lantern. She at once 
bought it. Others came flocking to him 
for the same lantern. He ordered a few. 
They went at once. Finally, later, the 
tenth customer came for one. 

By this time the merchant was “‘sore.” 
No, he didn’t have any, and what was 
more, he wasn’t going to get any. 

“Why ?” she asked. 

“Well,” he said; “can’t see no sense 
in gettin’ the durned things. Can’t keep 
none in stock. Soon’s I order one, some 
woman comes in and buys it.” 

Injustice 

Jones—so many people are struck by 

automobiles while alighting from trolley 
cars! 
_ Trolley Official—Well, yes, but those 
people have paid their fares; it’s this 
running over people who are waiting 
to get on that gets our goat! 
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A TYPEWRITER THAT 


OPERATES ENTIRELY FROM THE KEYBOARD 






AT A TOUCH 
OF THIS KEY 


THE MOTOR 
RETURNS THE 
CARRIAGE 


TO THE NEXT 
WRITING POSITION 


In this new typewriter, electricity saves the wasted _ writing line, and shifting to capitals. The keyboard 
energy and motion that make typing so tiring. _is standard. There is no new touch to learn. 


The motor does all the heavy work — returning Ask for a demonstration. Telephone the local 


the carriage, spacing automatically to the next Burroughs office—or write for descriptive folder. 


BURROUGHS 





TYrPewRites 


BURROUGHS ADDING MACHINE CO., DETROIT, MICHIGAN 
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Reviews of the important 
books on business, to aid 
executives whose read- 
ing hours are limited. 


This month's 

Y business book 
WORLD ECONOMIC SURVEY. Pre- 

pared by J. B. Condliffe for the 

League of Nations. World Peace 

Foundation, Publisher, Boston, Mass. 

$2.00. 

PRICES. By.George F. Warren and F. 
A. Pearson. John Wiley and Sons, 
Inc., New York. $3.90. 

In line with Francis Bacon’s famed 
observation that some few books are to 
be chewed, swallowed and digested, this 
new volume from the League of Nations 
should be recommended as enough for 
a month’s full course dinners. 

Continuing the excellent start which 
he made in the initial volume along the 
same lines last year, Mr. Condliffe has 
again prepared a tome that is crammed 
with charts, analyses, perspectives and 
indications. Yet the editorializing con- 
tent has again been deliberately and suc- 
cessfully held to a minimum. Here are 
facts. Mr. Condliffe “prefers to be- 
lieve” nothing. He presents the record 
of the past year’s economic trials and 
tribulations—compiled and charted with 
comprehensive clarity. 

Obviously, any book published today 
which treats entirely with the course of 
events between the summers of 1932 and 
1933, will not have the balanced per- 


spective of a compactly conceived his- 
tory produced after a reasonable time 
has elapsed. But the compiler of 
“World Economic Survey — 1932 to 
1933” displays a characteristically Eng- 
lish dispassion in his work and thus pro- 
vides us with an authoritative account of 
the most critical twelve months of the 
depression period. 

The focus of Mr. Condliffe’s lens 
swings deftly from national develop- 
ments to international complications 
without hesitation. The panorama is de- 
tailed, but not confusing. And within 
the borders of his picture age all the 
factors of prime interest: prices, produc- 
tion, wages, profits, public finances, in- 
ternational debts, international trade, 
tariffs, exchange policies, monetary and 
credit policies, banking difficulties, gold 
movements and the events leading up to 
the short-lived Economic Conference in 
London during the past summer. 

With this book as a background of 
what-has-been, a study of the volume 
“Prices” by Warren and Pearson, which 
speaks of what-might-be, can more 
accurately be made. And with the 
Roosevelt Administration seemingly in 
sympathy with policies advocated in 
“Prices,” as evidenced by the recent de- 
velopments in gold buying, the study of 
these two books by business men is 
timely indeed. 

If we are to have inflation of any 
kind, the problem of selling in a rising 
price market must be realized and met. 
What it implies in the adjustment of 
prices is obvious. What it means to the 
seller of goods who must replace his in- 
ventories at continually rising cost and, 
meanwhile, is waiting for his cash to 
come in from sales made at considerably 
lower prices than are prevailing in the 
present, has not been stressed enough. 

Accordingly, inflation interests every- 
one, both from the business and the per- 
sonal angles. And inflation through a 
policy of dollar devaluation is advocated 
by the authors of “Prices.” They would 
devalue the dollar by regulating its gold 
content. The recently established policy 
of gold buying is believed to have been 
stimulated by Professor Warren and 
Professor James Harvey Rogers of Yale 
University, who has long been credited 
as leading gold authority. His “America 
Weighs Her Gold,” was reviewed in 
these columns last year. 

The basis of the Warren-Pearson 
theory is that we must have either a dol- 
lar with variable weight and fixed value 
or a dollar with fixed weight in gold 
and variable value. For years we have 
had the latter. He counsels a policy 


which it is claimed would achieve the . 


former state. ‘That would restore re- 
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latively stable purchasing power. Noone, 
of course, is opposed to stable purchas- 
ing power for the dollar. The opposi- 
tion is questioning, however, the means, 
declaring that gold manipulation alone 
cannot achieve the desired end. 

Fundamentally, the Warren theory 
rests on the same basis of Irving Fisher's 
compensated dollar which was advanced 
years ago. Mr. Warren’s dollar is called 
the commodity dollar. It would be re- 
deemable in gold, but the weight of the 
dollar would vary with the index num- 
ber of wholesale prices of ALL commo- 
dities. ‘‘All” is the important word. 
Noone advocates the possibility of abso- 
lutely stable price levels. Human whims 
and nature’s inconsistencies would pre- 
vent that. But, by averaging all com- 
modities, there would be a relative 
stability. If average prices rose one per 
cent., the dollar would exchanye for one 
per cent. more gold, and vice versa. 
The gold would remain in the Treasury 
in bars or in central banks. 

“If we continue,” Mr. Warren points 
out, “to allow our whole price and debt 
structure to be based on accidental dis- 
coveries of some one commodity or the 
accidents of demand for it, we should 
not be surprised to see the social system, 
that depends on that unstable medium 
of exchange, seriously threatened. The 
present revolutions and political up- 
heavals are the direct and indirect re- 
sults of a breakdown in the medium of 
exchange and, if such a monetary system 
continues, every investor, farm-owner, 
home-owner, and businessman should 
give first attention to the probable sup- 
plies of and demand for gold before he 
considers the details of his business.” 

That emphasis ot Dr. Warren’s on the 
demand and supply of gold is important 
to understand. Prices, he declares, are 
not based on the supply and demand of 
the one article in consideration. Rather, 
ACCOUNTANTS 
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the price of wheat, for instance, is de- 
termined by the supply and demand of 
wheat and the supply and demand for 
gold. With four variables, the possi- 
bilities of price troubles are apparent, 
providing you agree with the theory. 
The Administration seems to be fol- 
lowing that train of thought. So the 
theory will be determined a success or a 
failure much sooner than most theories 
get a chance to prove themselves. Mean- 
while the rest of us can only stand and 
wait. —PAUL HAASE 


Handy handbook 
THE NATIONAL RECOVERY PRO- 

GRAM. By J. D. Magee, W. E. 

Atkins, and Emanuel Stein. F. S. 

Crofts and Co., New York. $.50. 

The present administration’s recovery 
program has developed with such long, 
swift steps that one’s memory is greatly 
taxed to keep in mind the roads traveled 
and the steps taken. The Blue Eagle at- 
tracts so much attention that we are apt 
to forget many of the other aspects of 
the Roosevelt program. 

Here in a short volume of 80 pages 
we have an intelligent interpretation of 
the Act itself as well as the complete 
NIRA text. Particularly pertinent are 
pages on the farm program and its back- 
ground, which take up the second part 
of the booklet, and the sections on 
money, banking and finance which bring 
it to a close. —P. H. 





Might sing it—A postage-stamp in 
the Aztec language is “amatlozuilolit- 
quiticatlaxlabuila.” When with the Az- 
tecs, don’t write—telegraph.—New York 
Evening Post. 





Full-size reproduction of the 
10-carat gold key available 
to holders of Junior Certifi- 
cates of the National Insti- 
ture of Credit. 


$4.50 


of Credit 
New York 


Institute 
One Park Avenue 


National 





Loss rule 

y may be modified 

Possible modification of the fire com- 
panies’ emergency rule delaying pay- 
ments of fire losses in excess of $500 for 
a period of 60 days is indicated by a 
questionnaire sent by the National Board 
of Fire Underwriters to member com- 
panies asking whether the present rule 
should be changed and, if so, to what 
degree. A number of suggestions are 
offered and the companies are asked to 
indicate which they favor. The National 
Board executive committee meets Thurs- 
day, December 7, and desires answers 
by then from its poll of the membership 
so that decisions taken(Cont. on page 42) 


What 
Y is cost? 


(Cont. from page 13) Income Tax Law; 
interest on indebtedness; insurance; 
taxes; and other expenses necessary 
and incidental to the manufacture 
and sale of the product. After a uni- 
form cost accounting system shall 
have been adopted for the industry, 
such system shall be used by all manu- 
facturers who are members of the in- 
dustry in allocating the above items 
of cost on specific products. 

One might go on interminably quot- 
ing provisions from code after code, 
bearing upon the prohibition of selling 
below cost and the definitions of cost 
computation, but the only effect would 
be to confirm the following conclusions: 

1. That there is nothing inherent 
in the interpretations of requirements 
of the N.R.A. to change the basic fac- 
tors of cost determination which have 
heretofore been acceptable from a 
sound accounting viewpoint. 

2. That any code _ prohibition 
against selling below cost is mean- 
ingless unless the term ‘“‘cost’’ is 
carefully defined and unless some pro- 
vision is made as to the methods and 
principles of computing costs. 

3. That there appears to be too 
little knowledge on the part of in- 
dustry as to what constitutes proper 
cost determination, and too vague a 
conception of the detail and com- 
plexity of proper cost finding systems. 

4, That industry is rather lightly 
writing into its codes provisions -on 
cost and accounting which will be 
extremely difficult and expensive of 
fulfillment, and which may in some 
instances be unwarranted. 

5. That many code provisions as 
now formulated will be impossible of 
attainment and will not accomplish 











How Are You 
Gauging 
“Capacity 
To Pay?” 


Two dollars in current assets to one 


dollar in liabilities has been the accepted 
formula for judging the worth of a cus- 
tomer from an analysis of his balance 
sheet. But does such a ratio show his 
capacity to pay his obligations when 
due? Such questions are answered in 


“Practical Credit Analysis” 


by Eugene S. Benjamin, which is based 
on his long experience as a merchant 
and as a bank credit consultant and 
trade adviser to one of the largest bank- 
ing institutions in New York. Some of 
the many points it covers are: 


] Percentage of outstandings to 


sales. (Are accounts carefully 
collected?) 


? Percentage of merchandise to 
* sales. (Has inventory been 
properly depreciated?) 


3 Percentage of quick liabilities 
* to sales. (Is liquid capital large 
enough for business handled?) 


A Percentage of quick liabilities 
* to liquid capital. (Are loans 
used for capital deficiencies?) 


5 Turnover of liquid capital as 
* represented in volume of sales. 


Turnover of mdse. compared 
* with liquid capital turnover. 


Reader Reactions 


N. A.C. M— 
“Will prove invaluable” 
William Fraser, 
Past President, N. A.C. M. 
Educator— 
“—Very worthwhile” 
S. S. Stratton, 
Harvard University School of 
Business Administration 
Mercantile— 
“—Peculiarly practical” 
A Whiteside, 
Pres. Dun & Bradstreet 
Banking— 

“100 per cent. practical” 

P. F. Gray, Vice President, 
Irving Trust Company 
Investment— 

“__Of interest to a finished credit man 
and of great value to juniors in the 
profession.” 

Reference and Research Depart- 
ment, Kuhn, Loeb & Co., N. Y. 


Eugene S. Benjamin, 220-5th Ave., N. Y. 


Send me “Practical Credit Analysis” pre- 
paid. Within 5 days I will return it or 
remit $7.00 as full payment. 
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either the intent of the act or the 

desires of the industry. 

This last conclusion is particularly 
true in view of the attempt to so greatly 
extend unit cost determination to in- 
clude selling, general and financial ex- 
pense, in an effort to build a cost which 
will be directly comparable with the 
selling price. Industry would do well 
to realize that cost finding has a far 
greater value than that of providing 
some basis for the determination of sell- 
ing prices. The use and the results of 
an effective cost system provide manage- 
ment with a dependable means for se- 
curing more effective operation, for 
eliminating wasteful and uneconomic 
procedures, for promoting high indi- 
vidual efficiency, for better meeting 
competition, for currently securing in- 
formation on plant operations, and gen- 
erally, for maintaining control and for 
developing sound business policies. It 
is true of course that as management is 
provided with more dependable knowl- 
edge through improved cost and ac- 
counting procedures, this knowledge will 
be reflected in prices, and may go far in 
eliminating vicious price practices which 
have prevailed in the past. 

The code provisions which prescribe 
the use of uniform industry accounting 
and uniform cost finding systems thus 
will be of immense value to business 
as they are made effective, but required 
selling prices should not at the present 
moment be too closely allied to the costs 
which might thus be determined. I be- 
lieve that a more practical method is 
required to fit the immediate need for 
some degree of price regulation, and to 
bridge the interval before dependably 
calculated costs are attainable. The 
method that was developed in the for- 
mation of the lumber code seems to fit 
this requirement. It specifies the power 
of the code authority to set minimum 
selling prices which shall serve as a 
cost protection, these prices being for 
the present based upon such cost in- 
formation as is available, but eventually 
being related to the costs secured 
through use of uniform industry cost 
methods. Since the code authority in- 
cludes several government representa- 
tives, there is some assurance that the 
minimum selling prices determined will 
be such as to protect the interests of the 
consumer public. This is a rather prac- 
tical method of preventing vicious price 
cutting, and recognizing the fact that it 
may be some time before the industry 
cost finding systems provide complete 
or dependable figures for control pur- 
poses. I look for an increasing use of 
this form, rather than acceptance of 
what has heretofore been the usual 
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phrase “not to sell below cost.” The 
oil code also follows this trend in 
price control, and several codes use the 
method of clearing all price lists through 
the code authority, as being an imme- 
diately applicable means of avoiding 
wide price swings. 

One of the main stumbling blocks in 
the path of proper code development 
has been the Governmental fear of any- 
thing that sounded like price fixing. 
Despite the waiving of the anti-trust 
laws during the life of a code; despite 
the strong control exercised by having 
Government representatives on the va- 
rious Code Authorities; and despite the 
announced fact of a new conception of 
control over industry, the old bug-a-boo 
of monopolistic price fixing still casts 
its shadow of fear. 

It would seem desirable that frank 
recognition be given to the fact that 
cost recovery Or cost protection is the 
desired aim. But in avoiding code 
phrasing which might sovnd at all like 
price fixing, sanction has been given to 
code provisions prohibiting “‘selling be- 
low cost’”’ which, if they could be made 
effective, would lead to a more positive 
and less controllable price fixing than 
anything heretofore known. The inco- 
herence and inconsistency of many of 
the submitted codes is less the fault of 
the industry code committees than it is 
of the inhibition against a frankly clear 
recognition of principles. 

I do not want you to feel that I am 
being overly critical in this discussion of 
certain phases of the industry codes 
which have been and are being formu- 
lated. American business has had sud- 
denly thrust upon it the necessity for 
accomplishing in a few months a task 
which, in a process of normal evolution, 
might not have been brought to comple- 
tion in the next twenty or thirty years. 
It is faced with a new era, in which 
some of the old principles of individ- 
ualism and self-interest must give way 
to principles of cooperation and public 
interest. We are a young nation and 
have much to learn. The changes in 
industrial structure which are being 
brought about by what we believe to be 
the pressure of an internal emergency 
may shortly be highly beneficial in en- 
abling the nation to meet the pressure 
of international industrial competition. 
It is difficult for this country to know or 
understand the changes which war and 
post war conditions effected in the inter- 
national coordination of the great Euro- 
pean industries. 

Briefly, my point is this: that an era 
of industrial change is upon us, in which 
many of our previous concepts must be 
modified, not only as a national matter, 


but also as an international necessity. 
The first step is cooperation among busi- 
nesses in an industry. The second step 
is cooperation among industries from a 
national viewpoint, wherein the public 
interest takes precedence over individ- 
ual self interest. Accompanying these 
changes in viewpoint and action must 
come the improvements in operating 
effectiveness which are partly the by- 
product of release from destructive com- 
petitive practices, and partly the result 
of improved records of operations. 
Many business men feel that they have 
been caught up by a tidal wave which 
completely alters all of the former trends 
of industry, but my belief is that there 
has been no radical change in trend. 
Rather, the pressure of necessity has 
resulted merely in a surge or intensifica- 
tion of the trend which has existed for 
the past several decades, and which has 
been manifested in the growing use and 
importance of trade associations; which 
was misapplied in the nineties in our 
use of trusts; which permitted the strong 
recent trend toward consolidation and 
combination in business; but which has 
not been really understood or properly 
developed in any of these manifestations. 
Now we are close to the truth that busi- 
ness exists as a service to mankind and 
cannot prove superior to humanity. 
The Act may not accomplish 100% 
of all that its sponsors intend, but it 
fosters the step forward, both socially 
and economically. The natural trend of 
business in this country has been steadily 
toward better wages and shorter work- 
ing hours, and the Act merely serves to 
accelerate the tempo of this trend. 
Similarly it aids the existent trend to- 
ward industrial cooperation and control. 
Man progresses by experimentation and 
out of our first crude efforts come the 
eventual practical result. I have con- 
fidence in the capitalistic system which 
has made this the greatest nation in the 
world. I have confidence in the cour- 
age and ability of our people, in whom 
the energetic, pioneering strain is still 
strong. And I have confidence in the 
principles of humanity which have been 
developed by a period of adversity and 
are not being forgotten in our new 
progress toward industrial rehabilitation. 


A SUGGESTION 
Patient: “I understand fish is good 


for the brain. Can you recommend any- 
thing special ?” 

Doctor: “Well, you might begin with 
a whale.” 


EASILY MISSED 
“They've put the price of beans up 


at my restaurant. Have they at yours?” 
“No, but I’ve noticed lately that they 
leave off a bean.” 








SS ee 


a we « @ mw ¢ © Guess t+ cs Ww 


rF = Od 


“It wasn’t told to me. 





EVERYWHERE you hear the 
same old theme song these days: 
“It wasn’t told to me, of course, 
I only heard, but they do say 
a 


Yes, yes—there’s plenty to be 
heard if you're listening but a 
whole lot less to be credited if 
you're wise. Rumor, hearsay, 
gossip. They're as all-inclusive as 
the late (but not lamented) de- 
pression. And just as bad for 
business, i.e. if you base your 
business operations on chance. 
Though most folks don’t. 


And they are the wise ones— 
the fellows with high collection 
ratios, low loss percentages, few- 
er frozen accounts, more rapid 





turnover. It’s no secret either, 
this accomplishment of theirs 
because .. . 


Every executive whose work 
touches upon sales or credits or 
collections uses the CrepitT 
Manuat for handy reference. 
In 1934 he will do so more than 
ever before because... 


Every phase of a sales or credit 
transaction, from the receipt of 
the order until its final disposi- 
tion, has a legal background and 
a potential tel complication. 
The 1934 Manuat will inter- 
pret these implications for it clas- 
sifies and clarifies all Federal 
and State laws and regulations. 
And it is trustworty because... 


Every section —such as Bulk and 
Conditional Sales, Chattel Mort- 
gages, Filing requirements, Me- 
chanics Liens and a score more 
—has been accurately revised. 


Also included is the full text of 
the new Bankruptcy Act and 
“orders in council” and a com- 
plete list of all Bankruptcy 
Referees and Federal Judges. In 
these days of moratoria, the 
knowledge of your rights as a 
creditor must be down-to-date. 


You should no more depend 
upon obsolete versions of the 
law today than you would upon 
last year’s calendar, daylight 
saving time or star gazing. Sign 
the coupon below and mail it 


TODAY. 


Credit Manual of Commercial Laws 


$4.00 


NATIONAL ASSOCIATION OF CREDIT MEN, One Park Ave., New York, N. Y. 
I would like to receive a copy of the 1934 MANUAL. Please send it at once. 
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“This month's collection letter” 


by H. BOLSHAW, Manager, Credits and Collections, 
The Western Union Telegraph Co., New York 


TELEGRAM 


In the interest of economy and to avoid any series of collection 


letters I am taking this means to make a frank appeal to you 


for payment of our account 


about this request and send your check now. 


erable interest the ‘pros’ and ‘cons’ 
regarding the various types of col- 
lection correspondence brought out 
by comments on the “This Month’s Col- 
lection Letter’ series and I seem to feel 
that a quick and frank request for pay- 
ment of past due accounts is the most 
sensible treatment of the subject. If 
debtors could be educated to understand 
that all collection letters, no matter how 
courteous, novel and unique they may 
be, are merely an outside dressing of 
the phrase, ‘We want our money’ and 
respond accordingly, many thousands of 
dollars would be saved annually in 
correspondence expense,” Mr. Bolshaw 
writes, 
“There are many of us that may feel 


a: have been reading with consid- 
. 
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that a ten word telegram compels a 
curtness that is objectionable to their 
feelings in the matter, however, this can 
be generally overcome by the use of the 
fifty word night letter along the lines 
shown here, which all telegraph com- 
panies handle for the same price as a 
fast ten word day message. Night let- 
ters are delivered in ample time to 
receive the immediate attention char- 
acteristic of telegrams at the start of 
each business day. Remember, only one 
message is necessary for a telegraph 
company accompanied by a list of your 
debtors. 

“The thousands of testimonials we 
have received explains the reason for 
the ever increasing volume of this class 
of messages and by the use of the 
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Please be equally frank 


night letter another effective collection 
medium is available.” 

Supplementary to any collection let- 
ter efforts there should be reliance on 
Credit Interchange reports. With inter- 
change reports before you on each of 
your accounts, you will attain maximum 
effectiveness in using the collection let- 
ters presented here. 

Send us your best and favorite collec- 
tion letter for our “collection of col- 
lection letters’ which we are gathering 
for readers of CREDIT AND FINANCIAL 
MANAGEMENT. 

A selected series of individual copies 
of the collection letters which have ap- 
peared in CREDIT AND FINANCIAL Man- 
AGEMENT is available upon application. 
Apply to Collection Letter Department, 
CREDIT AND FINANCIAL MANAGEMENT, 
One Park Avenue, New York. 
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Sittin pretty, eh? 


THE top: a hard climb and a 
grand view—but a quick drop 
if you slip. And some of the 
best have been known to slip. 


Without any intention of going 
pep-talkative, may we point out 
that a firm grasp of fundamentals 
is essential if you would climb 
without the hazard of the slip 
being ever-present? Of course, 
we can’t guarantee a non-slip 
performance but we can help 
you improve your chances of 
sittin’ on top of the world. 


We speak of fundamentals and 


NATIONAL 
INSTITUTE 


‘eye tapsnme Knowledge is Power 
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we stress fundamentals because 
the basic principles of business 
today are credit principles. And 
credit principles are the_entire 
scope of N. I. C. courses. With- 
out sound credit, there could be 
practically no business; without 
a sound credit training, there 
can hardly be sound credit opera- 
tions. 


Reasonable? 
We feel you'll agree with us that 


it iss And once you’ve become 
acquainted with the course in 


Credits and Collections of the 
National Institute of Credit, we 
know you'll realize more com- 
pletely, perhaps, than ever be- 
fore the scope and importance 
of a credit background in mod- 
ern business. 


Matriculate today. The coupon 
below is for your convenience. 
Remember—there’s more than 
one chair at the top and more 
than one aspirant for it. Im- 
prove your chance! We'll be 
pleased to help you. And what’s 
more, we know we can. 


NATIONAL INSTITUTE OF CREDIT, Dept. 12, One Park Avenue, New York. 


Please send me details of your NEW course in Credits and Collections. 
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Movie Actress-—I’ll endorse your cig- 
arettes for $50,000. 
Executive—I’ll see you inhale first. 

. —"Lacma News” 


Pioneers 
Y and traditions 


(Cont. from page 21) clash of arms in 
Europe. 

Within Association circles there was 
a constancy of movement discernible at 
this period, the responsibilities of intel- 
ligent credit control was recognized as 
a necessary companion to the industrial 
forward movement; the Association was 
doing its very best to direct public 
thought along constructive lines. 

Obtaining the consent of the Senate 
to the Ray Amendatory Bill was a prom- 
inent feature in the forepart of 1903. 
The effort was strikingly persevering 
and with final success, the Senate ap- 
proved the House Bill and President 
Theodore Roosevelt added his approval 
to this amendatory measure on February 
5, 1903. When this important task had 
been disposed of, then the Legislative 
sights of the association were directed 
toward the credit protection of state laws 
to regulate the sales of stocks in bulk. 
This type of legislation had to contend 


with many difficult barriers, there was a 
small army of irreconcilables who didn’t 
want to give up the easy and safe 
method of making money by selling 
stocks in bulk and then fading away. 
The persistency of the local units in this 
campaign was splendidly expressed, and 
the obtaining of state laws went steadily 
forward. It isn’t possible to estimate 
exactly, but this safeguard to credit in- 
tegrity as pointed out in the former 
chapter, and for which the National As- 
sociation was singly responsible, has 
saved capital from being chiseled an- 
nually of many millions of dollars. 

One of the significant developments 
at this time was the first public expres- 
sion of interest in legislation that would 
make less difficult the prosecution of in- 
tentional falsehoods in the drafting of 
financial statements. This interest pointed 
directly to the later enactments of the 
False Statement Acts in most of the 
states. 


The income and outgo of the Na- 
tional Association were still of modest 
proportion and didn’t overtax the time 
of the Treasurer, but Mr. Prendergast 
was very alert in these days to the gen- 
eral order of the Association and to keep 
the growing child from being trampled 
upon by numerous service companies, 
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which sought either to attach or be at- 
tached by the National Association. The 
constructive work of Mr. Prendergast in 
these days of growing pains cannot be 
over-estimated. The impress he gave the 
organization helped it mightily in later 
days. There was a growing demand for 
field work, interest appeared here and 
there in the Association’s activities, and 
to meet this opportunity squarely the 
National Directors appointed Mr. F. J. 
Stockwell to field duty and to carry the 
title of Assistant Secretary. Mr. Stock- 
well served the organization in this ca- 
pacity for many years. One of his first 
trophies was the reorganization of the 
St. Joseph Association; this local body 
was first organized in 1896 but fell apart 
over an internal dissension on bank- 
ruptcy legislation; it remained dormant 
until Mr. Stockwell furnished the regen- 
erating touch. 

It is interesting to see the question 
arise in this formative period on the pro- 
tective and economic value of insurance 
against credit losses. Superficially, the 
idea possessed an attraction, but when 
resolved into all of its parts, the idea as 
an Association policy never passed be- 
yond the period of debate. It furnished 
an interest but nothing more. 

St. Louis was chosen for the conven- 
tion city of 1903; as the period in June 
approached for the gathering of the 
clans and to stage the Association’s 
eighth annual meeting, the Mississippi 
River went on a rampage and the high 
flood crest prevented the movement of 
trains into St. Louis from the East. This 
formidable barrier diminished the at- 
tendance, but there was interest enough 
with those who attended to carry the 
program through with a real exhilaration 
and without a snag. The Association's 
widening vision and protective purposes 
could be recognized with even greater 
clearness now, and which the present 
reader can find in the proceedings of the 
Convention. 

Every little danger to credit fairness 
and to credit integrity was gradually 
coming under heavy attack. The in- 
equalities of state exemption laws, the 
improper deduction of discounts for 
cash, charging interest on past due ac- 
counts, a further emphasis on the im- 
portance of adequate fire insurance and 
even the improvement of our consular 
service were alluded to in the debates 
and questions of this convention. The 
prosecution of credit crime, bulk sales 
legislation and the organization of local 
bureaus for credit interchange were 
among the star features of the pro- 
ceedings. 

The membership of the Association 
had shown a marked advance during the 
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preceding year, it totaled 4,628 and lo- 
cal associations had been set up in 
Lynchburg, Youngstown, and Wichita. 
At the St. Louis Convention “Business 
Topics” was abandoned and thereafter 
the “Credit Bulletin” would be the Na- 
tional Association’s official publication. 

Another pleasant rivalry took place 
over the President’s office. The same 
good spirit in the contest of the two 
nominees prevailed and finally the writer 
was elected for a second term, with Mr. 
Richard Hanlon of St. Louis in the Vice- 
President’s office. 

The early months of 1904 found con- 
siderable activity in the local associations 
for organizing Credit Interchange Bu- 
reaus. The idea had met a popular de- 
mand and the meeting of this issue 
squarely carried out one of the cardinal 
purposes of the organization. At this 
time there arose a new opposition to the 
National Bankruptcy Law and seven re- 
peal bills appeared in Congress. It was 
a quantity movement, however, there 
could be discerned a decrease in the in- 
tensity of the opposition, and the bills 
were easily suppressed. Bulk sales legis- 
lation was going forward with encour- 
aging results, one by one the states were 
giving this protection to receivables. 

An epochal development in the fore- 
part of 1904, was the first public sug- 
gestion for a department to conduct 
friendly liquidations. The proponent of 
this constructive idea offered it in the 
most earnest fashion and his audience 
soon discerned that an idea had been 
advanced which would mean a saving to 
capital. 

After doing a splendid piece of work 
in behalf of the National Association, 
Mr. William A. Prendergast resigned 
the Secretary-Treasurership to accept a 
flattering offer from a new enterprise. 
The resignation was accepted by the 
President and he then appointed for the 
dual position, and subject to later official 
approval, Mr. Charles E. Meek of New 
York City. 

As expressive of the initiative that 
prevailed with many of the local Asso- 
ciations, and a strong fibre in their or- 
ganization, the Baltimore Association of 
Credit Men jumped into the breach, 
when its city was devastated by a de- 
structive fire early in 1904, and led in 
the building of a new spirit and a new 
Baltimore. 

New York City was the host of the 
ninth annual meeting of the National 
Association of Credit Men; the opening 
session convened on June 15th, 1904. 
In his address to the Convention, the 
President said: ‘The Association is no 
longer a theory but an established and 
an acknowledged fact.” The spirited 





proceedings of this Convention were an- 
other evidence of the Association’s con- 
tinuous growth and its occupancy of 
high places in the commercial affairs of 
the nation. 

During the preceding year, the mem- 
bership had advanced to 5,327, an asso- 
ciation had been organized at Richmond. 
Early in 1904 through the field efforts 
of Mr. Stockwell local units had also 
been set up in Savannah, Knoxville, 
Duluth and Birmingham. 

The utility and economy of Standard 
Statement and Inquiry forms was stressed 
at the New York Convention. With 
stirring enthusiasm the recommendation 
was unanimously made that the local as- 
sociations proceed promptly to the or- 
ganization of Bureaus for friendly 
adjustments and liquidations. The seed 
was planted at this point which later 
sprouted in the National Interchange 
idea. Bureaus to conduct systematic and 
complete Credit Interchange were again 
emphasized as most important. Punish- 
ing the transmission of false financial 
statements through the mails was urged 
as a needed corrective National policy. 

The Secretary reported at this Conven- 
tion that the Central Fund for prosecut- 
ing credit crimes had been exhausted, 
the recommendation followed that his 
corrective and sanitary work should 
thereafter be carried on by funds raised 
and administered in the local associa- 
tions. While debating this subject, a 
new delegate to the National meetings, 
Mr. D. S. Ludlum of Philadelphia, an- 
nounced the first extradition for a credit 
crime since the eighteenth century. 

The entertainment provided by the 
New York Association was very gener- 
ous and the program included a trip by 
steamer to West Point; it was an all day 
affair and a session of the Convention 
had been planned on the trip north and 
in the salon of the steamer. The Com- 
mittee had chartered for this journey, the 
“General Slocum”, a commodious and 
popular excursion craft. The day set for 
the trip was June 16th. On the after- 
noon of June 15th, this ill-fated craft 
was gutted by fire while carrying a large 
excursion party and hundreds of adults 
and children lost their lives in the holo- 
caust. This tragic affair cast a gloom 
over the Convention. The Committee 
chartered another steamer, the original 
plan was carried through and the events 
of the day will long be remembered by 
those who had the hardihood to go. 

At New York the writer completed a 
two years’ term as President of the Na- 
tional Association and the selection of a 
successor resulted in the first unpleasant- 
ness that had attended the election con- 
tests of our Conventions. Mr. F. W. 





Standart of Denver and Mr. Richard 
Hanlon of St. Louis were nominated for 
the position, the contest ran very high 
but finally resulted in the selection of 
Mr. Standart, with Mr. F. M. Gettys of 
Louisville in the Vice-President’s office. 

The early months of Mr. Standart’s 
administration were marked by a heavy 
attack on bulk sales laws and upon con- 
stitutional grounds. No policy of the 
National Association and the local bodies 
was fought so bitterly and over every 
inch of the ground as this protection to 
credits. The Bulk Sales Laws of Ohio 
and Utah were held to be unconstitu- 
tional by the highest courts of the two 
states. This set-back merely stiffened the 
fighting qualities of the organization, 
and wherever a breach occurred there 
was always an effort mobilized to re- 
pair it. 

The close of 1904 found the formative 
years of the National Association of 
Credit Men had passed successfully every 
opposition and organized effort to pre- 
vent legislative protection and systematic 
control of the credit circulation. The 
fighting qualities of the organization 
were wonderful, and the formative 
period ended with the bones of the 
organization knitting together solidly 
and preparing its active proponents for 
a bigger work ahead. 

The commercial failures were found 
to be declining at this period, the annual 
liability column not exceeding $150,- 
000,000. The output of industry was 
responding to the new impulse and the 
broader credit circulation, it had now 
reached nearly fifteen billion dollars for 
the year, an increase of 30% in four 
years, and an increase of fourteen times 
in 54 years. 

The country possessed the largest gold 
stock in its history, approximately a bil- 
lion, two hundred and fifty million dol- 
lars. The banking institutions had 
expanded to over nine thousand with 
total deposits of approximately six bil- 
lion dollars. The annual turnover of 
checks had passed the eleven billion 
mark, that was an increase of 50% in 
the brief period. 

Everything was set for a wider swing 
throughout the financial, commercial and 
credit enterprises of the nation. 





No hero he.—Sambo was hired on a 
railway gang. At the close of the first 
shift he was tired and sought the boss. 

“Mister, yo’ sho’ yo’ all got me down 
on the pay-roll ?”’ 

“Sure,” said the boss. “Here’s your 
name—Sambo Simpson. That right?” 

“Yes, suh,” replied Sambo. ‘Ah just 
thought you might have me down as 
Samson.” —Literary Digest. 
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Notes 
About 


Credit 
Matters 


Overbuying 
apparent 

Returns of cotton, woolen and silk 
goods by small manufacturers in the 
women’s wear field who ordered heavily 
from jobbers in anticipation of a boom 
fall season have reached such propor- 
tions that credit men are carefully check- 
ing up on the status of their jobbing 
accounts, with particular attention to the 
cash position, inquiry in the market in- 
dicates, says the ‘Daily News Record.” 

The situation is admitted to be so 
complicated that no hard and fast credit 
rules can be applied to it. Credit de- 
partments of the larger commission 
houses say they have received few, if 
any, returns or cancellations, but point 
out that the jobber, whose chief market 
is the small capitalized small manufac- 
turer, has been getting a considerable 
number of returns. 

This condition, it is explained in 
credit circles, is due to the fact that the 
small operator in the dress field rushed 
into the market with heavy orders in the 
hope of getting into operation prior to 
the rising cost period of the N. R. A., 
in anticipation of reaping a profit from 
anticipated heavy fall buying. How- 
ever, the expected buying did not develop 
in many cases and the average small 
women’s wear manufacturer has found 
it difficult to move his merchandise. 

It was pointed out that many manu- 
facturers are doing a nice business at 
good profits but that the little fellow has 
been unable to make the grade so far as 
disposing of his merchandise is con- 
cerned. They are attempting to make 
returns to the jobber from whom they 
bought or to cancel orders now in hand 
for future delivery. 

In the men’s wear field conditions are 
reported as being substantially better so 
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far as returns or cancellations are con- 
cerned. 

However, even in the men’s wear 
trade credit men say there appears to be 
a growing tendency to hedge on the ac- 
ceptance of goods ordered for late No- 
vember or December, and some requests 
are said to have already been received to 
delay delivery until after the first of the 
year in order to see whether business is 
going to improve or fall off. 

Thus, credit departments point out, in 
judging the stability of the jobbing ac- 
counts today there must be taken into 
consideration the amount of which the 
middle-man may have over bought, 
either in anticipation of heavy orders, or 
with actual orders in hand, many of 
which are now being cancelled. 


How to 
cut crops 

How to reduce mid-West crops is a 
problem. Here’s a solution relayed by 
T. E. Reynolds, St. Paul, Minn. 

“A bright minded hunter of pheas- 
ants is said to have suggested to Wash- 
ington that, since this popular bird does 
little damage to crops, except to devour 
the seed at time of planting, the gov- 
ernment might consider this bird as the 
means of bringing about crop reduction, 
and, instead of taxing the consumer— 
which may lead to less consumption 
—the better thing to do would be to 
stock all high production areas with 
these birds. This would result in a 
large supply of delicious meat for both 
urban and rural population, and largely 
increase employment in the manufacture 
of fire-arms, ammunition, automobiles, 
gasoline, sport goods and what-not. 
Then, if the government will permit the 
public sale of these birds, and under 
the law give the land owner the right 
to profit by the killing and sale, the rev- 
enue derived will compensate the owner 
of the land for his loss in government 
subsidies, afford him a profit, and at the 
same time relieve the consumer from 
burdensome taxation. (We have not 
heard that a special session of Congress 
will be called to put it into effect.)”’ 


Christmas 
bonus plan 

E. H. Heller, chairman of the mem- 
bership committee of the Louisville 
Credit Men’s Association, has an- 
nounced a Christmas Bonus plan as an 
added impetus in an intensive drive for 
new members. A bonus of $5 in cash 
is to be paid on December 20 for each 
new Associate or Interchange member 
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brought into the Louisville association 
by present members. The bonus also is 
to be paid to any member who converts 
an Associate membership into a Credit 
Interchange membership. The announce- 
ment of the Christmas bonus plan was 
made in a neatly printed folder of one 
sheet on the first page of which appeared 
full information about the membership 
drive and on the reverse side was print- 
ed a list of some 300 prospects. 


A good 
credit risk 

A small bank, centrally located in the 
university city, Cambridge, Mass., in 
connection with some small transaction, 
forwarded under its president's signa- 
ture the customary letter to a new cus- 
tomer’s regular bankers in another section 
of Cambridge, asking for references 
and confirmation of that new customer's 
credit. The small bank’s credit received 
the following prompt reply: 

“Mr. O. M. W. Sprague has been our 
client for many years and has always 
had our confidence in his integrity and 
credit. Mr. Sprague holds the Edmund 
Cogswell Converse professorship of 
Banking and Finance at Harvard and 
has served as professor of economics at 
the Imperial University in Tokio. In 
1930 he went to London where for two 
years he was financial adviser to the 
Bank of England and he is now chief 
economic adviser to the United States 
Treasury. We consider him a reliable 
client in every way.” 


A look 
forward 

An article on The New Deal appeared 
recently in “The Budget” of the Mary- 
land Casualty Co. It was signed with 
a familiar name—J. H. Tregoe. Here 
it is: “More heads are wagging in the 
country today than at any other period 
of the nation’s political history. 

“The head motion reflects the human 
and very general interest in the ‘eco- 
nomic revolution,’ than which there is no 
more fitting term to designate the unique 
and determined attack of our President 
on unemployment and badly frayed buy- 
ing power. 

“There is sufficient electrical energy 
in the unfolding of the “New Deal” to 
stimulate the gray matter and challenge 
the judgment of the people. 

“Branching at right angles from the 
old established industrial order and fi- 
nancial economy, it is natural to find 
some heads shaking in dubious uncer- 
tainty—others in complete doubt—that 
the plan will work. It is good sense in 
this situation to lay (Cont. on next page) 
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Credit careers 


Henry G. Barbee 


president of the Norfolk-Tidewater 

Association of Credit Men at the 

recent annual meeting of the or- 
ganization in celebration of its twenty- 
fifth anniversary at Lynch Anchorage, 
Willoughby Beach, and thereby started 
on his twenty-sixth year of service to 
that organization. He was one of its 
founders and has served either as presi- 
dent or chairman of its board ever since. 

Other officers elected at this meeting 
were O. O. Witherspoon, vice-president ; 
Mahood P. Hardy, secretary, and J. J. 
Cannon, treasurer. These officers and 
the following will serve as the executive 
committee: Paul L. Joyner, Robert S. 
Johnston, J. Galanidis, O. J. Parker and 
W. K. Neville. 

Mr. Barbee was the first president of 
the association when it was organized 
in 1908, and he served continuously in 
that capacity until 1922 when he was 
elected chairman of the board. He 
served in this capacity from 1922 until 
this year, when the office of chairman 
was abolished and he was asked to serve 
as president. 

This group was the first big organiza- 
tion in Norfolk to inaugurate a weekly 
noonday luncheon more than 20 years 
ago, and has continued this practice. 

J. P. Abernethy, secretary-manager 
of the Richmond Association, was the 
principal speaker. Mr. Abernethy paid 
tribute to the high standing and effec- 
tiveness of the Norfolk-Tidewater As- 


is G. Barbee was elected 
. 


sociation during its 25 years of operation 
in the interests of better business prac- 
tices. 

Mr. Barbee’s record is unique in the 
annals of the National Association. No 
other official of a branch has served so 
long in a similar capacity. He formerly 
was a member of the national board of 
directors. 

In starting on the twenty-sixth year 
of his service and of the association’s 
work, Mr. Barbee urged all members to 
continue the consistent, efficient work of 
the association and expressed the feeling 
that better times were not far ahead. 


Installment 
credit charges 


The suggestion that retailers selling 
on installment terms should tell the 
customer what he is paying for install- 
ment credit as frankly as the dealer 
states the price of the merchandise was 
made by the. Consumers Advisory 
Board of the National Recovery Ad- 
ministration recently at the finance com- 
pany industry code hearing. 

“There is no implication,” the rep- 
resentative of the Consumers’ Board 
said at the hearing, ‘that installment 
rates are too high. The suggestion is 
made merely against concealment of the 
rates for the use of money in such 
transactions.” 


Sales-credit 
cooperation 


J. M. Rust, Vice-President of the 
National Association of Credit Men, 
and A. A. Normandin, President of the 
Los Angeles Association, were the guests 
and principal speakers at the meeting 
of the Sales Managers Association of 
Los Angeles, held recently. 

The subject discussed was, “How to 
Increase Sales Through Cooperation 
With the Credit Department.” 


A look 
Y forward 


(Cont. from page 36) aside our doubt and 
carping, and at least help with good will 
and cooperation to give the experiment 
an honest-to-goodness test; if the scheme 
does not work, then the President will 
undoubtedly be the first to acknowledge 
that it does not. 

‘No denial can be made to the pal- 
pable fact that something has happened 
in the past few months to change the 
face of our. condition; the movement 
upward of prices and production attest 
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a change of spirit, for up to the present, 
inflation has been made possible by law 
but has not -been applied. The most 
important element in human welfare, 
morale, was badly smashed in the de- 
bacle of three years, and the regeneration 
of this human power has changed the 
attitude of peoples, spruced up the de- 
jected men, cleaned rusted machinery, 
put briskness into our walk and replaced 
fear with confidence. 

“The spring-back must not be too sud- 
den or unthinking; recovery plans, to 
be stable and satisfying, must comprise 
the consumer. The larger and better 
spread of income must have as a corol- 
lary a steady and reasonable circulation 
of the buying media, so that production 
may be maintained without unprofitable 
accumulations. No doubt the anticipa- 
tion of higher prices and higher costs 
under the Industrial Recovery Codes has 
speeded up production in many fabri- 
cated lines, and the digestion of these 
accumulations constitutes a problem in 
the present order of things that must 
not be discounted. 

“I believe the objectives of the Presi- 
dent will be closely, if not entirely, 
reached, but the duration of the im- 
provement will rest upon the manner in 
which the better income and buying 
power will be used. The most exten- 
sively used buying power in our present 
economy is Credit, and the vital question 
is—what will the forty million users of 
credit in our country do when their 
credit abilities are enlarged by better 
incomes and steady employment? 

“The same low type of morality that 
characterized our trading in the late 
twenties would wreck in a few years the 
new prosperity, and engulf us again in 
an economic deluge. Thoughtless spend- 
ing and speculation, laxities in positions 
of financial control compelled us to take 
a severe thrashing. Credit as a buying 
medium was severely abused, and the 
defaults on credit obligations in. 1932 
forced an economic loss of a billion and 
a half dollars. 

“Our destinies are in our own hands 
Not only can we attain the better things 
our President is working for but their 
permanence will depend upon the moral 
control and the good sense with which 
these better things are used and guarded. 
‘The morning after,’ has been too often 
the experience of our country following 
in the wake of speculative and thriftless 
debauches. The last lesson was un- 
usually harsh—and may its chastening 
lead us to be co-operative in winning, 
and prudent in using, the blessings we 
have lacked for many years.” 
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Give credit 
to credit! 
by RAYMOND V. WALL 


the Credit Executive to please all 

in the proper extension of Credit. 

Many concerns or their officers and 
stockholders seem to place the entire 
responsibility for the conditions that 
exist, in many cases caused by the im- 
proper extension of credit granting, on 
the shoulders of the Credit Executive. 


s Most trying, indeed is the task of 
» 


In extending Credit the usual investi- 
gation is made regarding the risk of the 
purchaser and even though credit re- 
ports indicate to the Credit Executive 
that risk is not a good one to sell, cer- 
tain factors enter into the picture that 
may change his mind, competition for 
instance. 


Competition is supposed to bring 
about a lower price, still maintaining a 
quality product, all through increased 
production. Today we see what has hap- 
pened, mostly caused by overproduction 
and—the improper granting of credit. 


We are all entitled to survive in this 
world of ours but some manufacturers 
did not have this thought in mind when 
they were establishing sales quotas. 


The Credit Executive of this year is 
looked upon by his company, officers 
and directors and salesmen, as an impor- 
tant part of the business administration 
and his opinions and advice will be 
given far more consideration in the 
future, than they were in the past. Had 
business leaders heeded the conservative 
words of their Credit Executives when 
sales quotas were being smashed and 
production being stepped up, our period 
of depression through which I hope we 
have about passed, would not have been 
quite so long or so painful in a financial 
way of speaking. 

Correct methods of merchandising, a 
closer regard for your competitor, full 
use of your Credit bureaus—for a good 
complete credit report is of great impor- 
tance—the taking of advice from your 
Credit Executive will enable us all to 
reach a state of normalcy—soon. 


Retail 
Y price trends 


(Cont. from page 17) recently. Many 
producers protected their accounts by 
giving them the advantages acquired 
through intelligent buying. We have 
definite information that leading piece 
goods manufacturers gave early protec- 
tion to their men’s clothing accounts. 
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At the same time, and in the same way, 
leading clothing manufacturers protected 
their distributors. Retail levels today 
reflect also the wise operations of the 
leading retail organizations, particularly 
the largest. Furthermore, the small in- 
dependent who has had an accumulation 
of stocks for a period of years is liqui- 
dating at comparatively low levels in 
the desire for additional income to pur- 
chase new merchandise. 

We have also another factor, which 
is probably as important as any, namely, 
the desire of the Administration to raise 
prices still further, particularly raw ma- 
terials. After all, there are certain 
basic items, notably agricultural, such as 
dairy, which have shown only slight ad- 
vances from the low. This is true also 
to some extent of corn, and some live- 
stock. Yet here is another thought of 
interest—and that is, while it is true 
that wholesalers may have marked up 
items due to labor costs, this may not 
have been sufficient because of an-ade- 
quate cost system. At the same time, 
probabilities as to the additional cost of 
distribution must be considered, particu- 
larly with the retail code going into 
effect shortly. 

We may find that, instead of a reduc- 
tion, as we thought, there may be an 
increase in distribution costs. There are 
additional factors that I could mention 
as reasons for a continued advance in 
retail prices, but it seems to me that 
those I have enumerated are sufficient to 
justify my belief that we cannot avoid 
still higher prices, at least 25%, during 
the next several months. 


Before I conclude, I wish to say a 
word with regard to the possible con- 
sumer reaction to the higher prices 
which, incidentally, will be felt more 
and more in the next few months. 
Frankly, the possibility of a buyer's 
strike in the near future does not worry 
me. In the first place, the abiding faith 
of the American public in the Admin- 
istration will tend to minimize the ex- 
pected reaction when the “pocketbook 
begins to be pinched.” Secondly, the 
educational campaign since undertaken 
will bear some fruit. The last and really 
the most important consideration is that 
while prices will be high next Spring 
they will be only at the 1929-30 levels 
which, as far as clothing is concerned, 
would not be excessive. I am not un- 
mindful of the need for educating and 
impressing upon the consumer the rea- 
sons for the higher prices, and his part 
he plays in the recovery program in pay- 
ing these higher quotations. This will 
be necessary very soon if we are to 
avoid marked consumer resistance to 
retail mark-up later on. 


Ratios as 

Y capacity gauge 
(Continued from page 19) Capital. 

“I trust I have made plain the reasons 
for doing away with guess work as rep- 
resented by the Current Ratio, and using 
more definite and determining ratios. 

“It will probably take many years be- 
fore this can be accomplished but that 
should not deter us from diligently put- 
ting Operating Ratios into use. 

“At first the Analyst will use some 
amount of time, due to his inexperience 
but as he grows used to the work, it 
will become easy and then the analysis 
of an ordinary statement will not con- 
sume more than 10 to 15 minutes—an 
extraordinary balance sheet will con- 
sume more time, but the contingency 
which calls for it will be well worth the 
time given to it. Only one man in an 
organization should prepare the analy- 
sis; the others should of course be fully 
posted as to the meaning of the various 
ratio percentages. 

“The preparation of Standards occu- 
pies the interim time of the Analyst, the 
study of these Standards and the decision 
as to acceptable ratios must devolve on 
the Head of the Credit Department. 

“The blind adoption of the general 
averages which are ascertained from a 
Standard, should be avoided, as one or 
more statements in it may affect these 
averages unduly. 

“The averages of average businesses 
should give the acceptable operating 
ratios. Any averages obtained from a 
Standard as to the necessary Current 


Ratio or as to the necessary Working 
Capital, should be avoided.” 





Just another bawling out.—JupGE— 
“The traffic officer says you got sarcastic 
with him.” 

Mr. NaGccer—"But I didn’t intend 
to be. He talked to me like my wife 
does, and I forgot myself and answered, 
"Yes, my dear.’ —Pathfinder. 


Superhuman faith—'‘How did you 
come to raid that barber's shop?’ the 
dry agent was asked. 

“Well,” he replied, “it struck me kind 
of funny that such a lot of fellows 
should buy hair restorer from a bald- 
headed barber.”—Boston Transcript. 





Sorry she spoke.—‘How did you get 
that black eye, Mrs. Higgins?” 

“Well, sir, me ’usband came out of 
prison on ‘is birthday.” 

“Yes.” 

“And I wished ‘im many ’appy re- 
turns.”—The Humorist. 
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"How-not-to" 
Department 


A jewel is added to our portfolio of 
anti-collection letters. Quoted below is 
a reply to a demand for payment for 
an invoice of cosmetics. After review- 
ing an alleged over-charge the debtor 
propositions as follows: 

“I am feeling like to sue you for 
refund of money, but the law of 
capitalism wouldn't protect poor fellow, 
so will not fight unless you start trouble 
on insisting upon balance of $50 of our 
account, and we believe you can easily 
forget the balance and acknowledge the 
New Order.” 

We welcome the opportunity of 
spreading such rays of sunshine as 
Credit Managers run across in their 
daily correspondence. If you have any 
contributions, send them to us. 

—"Lacma News’ 


"How-to" 
Department 


1 Merchandise your collections. 
Don’t just send a series of duns; build 
your collection series from the point of 
view of your debtor; sell him the idea 
of paying. 

2. Don’t allow accounts to grow 
old. Most dead and slow accounts were 
“geod” when they were opened ; start 
your collection effort at ten days rather 
than sixty. 

3. Don’t whine. Money is seldom 
paid because a delinquent feels sorry for 
his creditors. 

4. Stand by your statements. You 
weaken subsequent collection efforts by 
fruitless threats. The threat is rarely 
advisable; when made, it should be car- 
ried out. 

5. Make your collection letters 
build good will. Keep ever in mind 
that an average 80% or more of the 
business of most firms comes from cus- 
tomers already on their books. 

6. Know your customers. The more 
you know about your customers, the 
easier it will be to collect money from 
them. 


—St. Louis Ass’n News 


Nannette—I 
flirting. 
Jeanette—That’s how I got mine, too. 
—"Lacma News’ 


caught my husband 


Competition 
Y and depression 


(Cont. from p. 11) contributing factor in 
the general total situation which brought 
the depression on. The great obstacle 
under modern industrial conditions to 


the operation of competition as a bene- 
ficial system of checks and balances and 
automatic adjustments is the expensive- 
ness combined with the permanence of 
our modern plant equipment. On the 
one hand this leads- inevitably to the 
building of plants by means of large- 
scale borrowed capital and on the other 
hand throws the most serious obstacles 
in the way of reducing the production 
capacity of an industry as a whole in a 
period of reduced demand. 

Where there are no obstacles to hin- 
der resort to destructive competition 
through discrimination and discounts, 
the possibility of pursuing these prac- 
tices holds out a delusive invitation to 


expansion and over-building. Since ex- 
pansion and over-building in turn stim- 
ulate improper competitive practices of 
the kind described, we are presented 
with a vicious citcle from which there 
is no escape, save by proper regulation 
and control of such competitive prac- 
tices. 

I submit that the proper regulation of 
competitive practices, especially practices 
relating to secret prices, price discrim- 
ination, discounts and other types of 
discrimination, will do much towards 
eliminating forces and tendencies which 
in normal times, as in times of depres- 
sion, tend to drag down and depress 
industry, lower the (Cont. on page 41) 
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Insurance 
digest 


Inaugurated be- 
cause of the credit 
fraternity's close 
contact with the 
insurance field 
and need of infor- 
mation about it. 


Reservation clause 
upheld in bankruptcy 


The U. S. District Court for the 
Southern District of New York has up- 
held the clause in a life insurance policy 
reserving to the insured the right to re- 
ceive cash surrender values, dividends 
and etc., without the consent of the ben- 
eficiary. Frequently doubt has been ex- 
pressed whether policy values are pro- 
tected under Section 55a of the New 
York Insurance Law where they are ex- 
pressly reserved to the insured and not 
to the beneficiary. This decision now 
upholds the insured on this question, 
“The Eastern Underwiter” reports. 

In this case the trustee in bankruptcy 
for Benjamin G. Canariato claimed the 
cash values under a policy the bankrupt 
held in the Mutual Life which contained 
the specific reservation above referred 
to. The referee in bankruptcy, Henry 
K. Davis, decided against the trustee’s 
contention. The trustee appealed to the 
U. S. District Court and on September 
21 Judge Woolsey affirmed the decision 
of the referee. 

Commenting on the decision, which 
he regards as of considerable impor- 
tance, Attorney Albert Hirst, counsel for 
the New York Life Underwriters Asso- 
Ciation, says: 

“Life insurance attorneys and life in- 
surance men will feel that this decision 
is eminently sane because, of course, the 
right to change the beneficiary, for all 
practical purposes, embraces every other 
right under the policy. It is gratifying 
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that the law recognizes this practical 
construction. 

“The decision of Judge Woolsey 
seems to me to be of great importance 
as, unquestionably, many thousands of 
policies are now outstanding containing 
language identical with or similar to 
the language used in the Canariato case. 

“It must be remembered, however, 
that the District Court is not a court of 
last resort. In spite of the judge’s well 
known reputation for learning and the 
good reasoning behind his opinion, from 
the point of view of protection of life 
insurance policies against creditors’ 
claims, I would prefer not to see clauses 
like the one in the policy under dis- 
cussion inserted in life insurance poli- 
cies or applications. I fail to see the 
necessity for them and fear that in other 
courts different and less favorable re- 
sults may occur.” 


Huge automobile 
accident loss 


Faulty driving of the American mo- 
torist last year incurred damage amount- 
ing to one-fifth of the total value of 
all the automobiles produced in the 
United States. This fact has been made 
public by the Automobile Departments 
of the Fidelity-Phenix and the Fidelity 
and Casualty Companies of the ‘Amer- 
ica Fore” group. 

This estimate, it was explained, is 
an extremely conservative one, cover- 
ing automobile production, and losses 
paid by the insurance companies as a 
result of accidents during 1931. 

Clairns settled for auto liability, col- 
lision and property damage totalled 
more than $163,764,000, approximately 
21 per cent of the wholesale value of 
motor vehicles produced in the United 
States, points out ‘“The Insurance Advo- 
cate.” 

Moreover, it is pointed out, that while 
the production figures are complete, the 
losses from accidents are far more than 
indicated, because of the great number 
of cars which are not protected by in- 
surance. 

“In many cases,” says Vincent L. 
Gallagher, Secretary, “the vehicles which 
are the most hazardous to property and 
life, by reason of age and disrepair, are 
the ones whose owners are not insured. 
The tremendous damage which these 
machines inflict is not included in the 
figures given.” 

Of the losses paid by insurance com- 
panies in 1932, by far the largest part 
went for liability claims, which amount- 
ed to more than $132,000,000. Colli- 
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sion insurance accounted for more than 
$7,774,000, and auto property damage 
for over $23,829,000. 

“The financial losses can be visual- 
ized,” said Mr. Gallagher, “when it is 
recalled that they were as great as if 
reckless drivers were waiting at the fac- 
tory gates, and deliberately destroying 
every fifth car which was produced for 
the United States and Canada.” 

He believes the accident toll can 
be reduced by continuation of the cam- 
paign of education for drivers and pe- 
destrians, as well as by stricter super- 
vision of automobile highways and 
greater care in issuance of licenses. 


Arizona law 
unconstitutional 


According to the Phoenix Republic, 
Attorney General Arthur T. La Prade 
has given the State Corporation Com- 
mission an opinion in which he holds 
that sections of the agents’ qualification 
and licensing law (Chapter 86, Laws 
1933) is unconstitutional, says the New 
York Journal of Commerce. 

That newspaper does not make it 
clear whether the opinion relates to any 
other provision of the law than that pro- 
viding, among the qualifications required 
of an applicant for an agent’s license the 
following: “If a resident of a city or 
town of this State of 5,000 population 
or more that he or she is principally en- 
gaged in the insurance business, and if 
a resident of a town of less than 5,000 
persons, that he or she is engaged in 
the insurance business. 

The opinion of the Attorney General 
states that a Supreme Court decision in 
New York had held a similar provision 
in a law in that State unconstitutional. 
The provision in the Arizona law is 
more obnoxious, the opinion said, to the 
constitutional requirements of equal 
protection than the New York statute, 
in that it limits this qualification to 
persons residing in cities or towns of 
5,000 or more. 

“If a requirement that an agent be 
principally engaged in the insurance 
business before a license may be issued 
is mecessary for the protection of the 
public in cities of 5,000 population or 
more, it would seem to me to be equally 
necessary in cities or towns of less than 
5,000 population,” he concluded. 


@ The truthful tombstone 

Tombstone dealer (after several futile 
suggestions) : “How would just a sim- 
ple ‘Gone Home’ do for an inscription?” 
' Widow: “I guess that will be all 
right. It was always the last place he 
ever went.” 
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Competition 
and depression 


(Cont. from p. 39) price of raw mate- 
rials and drive down labor standards. 
The elimination of these practices by 
bringing price into the open and ren- 
dering it subject to the normal operation 
of the law of supply and demand will 
tend to maintain a reasonably compen- 
satory figure for all those producers 
whose output is essential to satisfy de- 
mand and will do much toward making 
it impossible for marginal producers 
who should be eliminated to survive and 
drag down their more efficient rivals. 


The problem of compensatory price, 
in price at least equal to cost of pro- 
duction, can I believe be trusted very 
largely to take care of itself where a 
condition of open and non-discrimina- 
tory competition is scrupulously main- 
tained. Im other words, under such a 
condition there is no need for embank- 
ing upon the dangerous and uncertain 
practice of pegging prices. ; 


In my own opinion it is permissible 
for competitors at any time to regulate 
their competitive practices for the pur- 
pose of eliminating those types of prac- 
tices which destroy and render abortive 
the normal working of competition as a 
beneficial system of industrial self-ad- 
justment. I believe that a sound con- 
struction of the Anti-Trust Laws, based 
upon the decisions of the Supreme 
Court, and particularly upon the recent 
Appalachian Coal case which reaffirmed 
the Chicago Board of Trade case, places 
no obstacles in the way of concerted 
self-regulation of this sound and de- 
sirable kind. In the present period of 
the depression concerted action of a 
more drastic character may be neces- 
sary, particularly in view of the over- 
built condition of many of our in- 
dustries. 


The over-expansion of plant which 
occurred during the period of the boom 
cHallenges serious attention in the in- 
terest not merely of the industry itself, 
but of labor and the producers of raw 
materials. Each industry has its own 
special problems connected with the 
special set up which it has developed, 
and it is only within the body of each 
industry that enlightened proposals can 
be devised to meet those special prob- 
lems. It is, therefore, the industries 
themselves which have the primary re- 
sponsibility for devising ways and 
means to restore themselves to a sound 
basis; but since obviously the point of 
view within each is truly restricted to 
the problems and interests of the in- 
dustry itself, it is essential that industrial 


cooperation to eliminate the special evils 
of over-expansion must be subject to a 
wise Governmental control which will 
take into account not merely the needs 
of the industry itself, but the interest 
of the whole nation in maintaining a 
prosperous and smoothly functioning in- 


dustrial system. Originally presented before 
U. S. Chamber of Commerce. 


Dollars, debts 
’ and doubts 


(Cont. from page 7) required either to 
give gold on the spot or an order for 
gold in one of the financial centers, 
chiefly London or New York. 


There are certain dangers about the 
gold exchange standard that make it un- 
desirable, except, perhaps, for relatively 
small countries. Great commercial 
centers should always have physical con- 
trol over their own gold reserves and 
consequently maintain their gold hold- 
ings within their borders. The danger 
wof the gold exchange standard lies in the 
fact that it attempts a dual support; viz., 
maintains currency and credit conditions 
in the countries that have deposited the 
gold in foreign centers, as well as in the 
country of deposit. Should the country 
of deposit encounter financial difficulty 
the country owning the deposit races for 
quick withdrawal with consequent de- 
flationary effects on the gold holding 
nation. The experience of England in 
this respect is too recent and well known 
to need repetition. England did not 
want to leave the gold-bullion standard ; 
gold exchange nations forced the step. 

There is still a variation of the gold 
standard known as the gold reserve 
standard, which tends to relieve gold of 
all its functions except the duty to serve 
as a reserve. The object of these gold 
reserves is to maintain public confi- 
dence. 


In view of these technical distinctions 
you may well inquire, when is a country 
on a gold basis? The answer can be 
generally given by saying when it has 
the capacity and the willingness to meet 
its obligations in gold, unit for unit. 
When it ceases to do this, it is off the 
gold basis. 


I stated that the gold standard is not 
perfect. As a matter of fact, there is 
no such a thing as a perfect standard 
and there never will be since human 
beings can not devise a perfect monetary 
standard. Gold is a commodity and the 
same law of supply and demand which 
affects the prices of other commodities 
affects the price of gold. True, it is a 
commodity chiefly set aside for a special 
purpose; that is, to serve as a medium 
of exchange and a basis for credit trans- 
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actions, but its strictly commodity values 
vary. This is important in deferred pay- 
ments but to avoid it you would need a 
command over the general range of 
commodities that would insure the same 
price level year in and year out. The 
commodity dollar advocates attempt 
something of this kind—but that will be 
discussed later. The fluctuation in gold 
as a commodity, however, is less violent 
than in any other conceivable com- 
modity. This is due to the relative 
scarcity and imperishability of gold. It 
is the very reason why through the period 
of years gold has evolved as the best 
commodity to serve as a medium of 
exchange. 

But how about the supply of gold. 
The press is full of accounts of the in- 
adequacy of the gold supply. What 
effect does the supply of gold have on 
prices? With reference to the supply, 
it is a fact that if we produce more we 
shall need more money, or an acceptable 
substitute by way of sound credit, unless 
prices are to fall, and generally if we 
issue more money, prices will rise unless 
we produce more goods. If the supply 
of money is increased and the volume of 
transactions remains unchanged, prices 
rise, and conversely under the opposite 
circumstances prices fall—assuming, of 
course, constant (Cont. on page 43) 

















A Partner’s 
Worth 


,_- partner, 
—would you miss his skill, 
his counsel, his sales or 
managerial ability if his 
services were suddenly lost 
to your business? 


To-day, as never before, 
you need to ensure to your 
business the financial value 
of one or both partners. 
Let a John Hancock rep- 
resentative outline a plan 
of business life insurance 
for your company. Your 
banker will approve. 


LIFE INSURANCE COMPANY 


oF BosTON, MASSACHUSETTS 









A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 

C.M. 12-33 




















































































































































































































































































































































































































Loss rule may 

be modified 
(Cont. from page 29) 
generally held. 

Suggestions for changing the 60-day 
loss rule as presented by the National 
Board to members follow: 

“1. That the limit on claims to be 
promptly paid be raised from an aggre- 
gate claim of $500 to an aggregate claim 
of $1,000; and 

“2. That the National Board be used 
as a medium for considering other claims 
which might be paid promptly with the 
consent of all interested companies, such 
cases to include the following: 

“(a) Where hardship and privation 
actually will result from deferring pay- 
ment. 

““(b) Where satisfactory evidence is 
produced that repairs to a building in- 
sured have been completed prior to the 
expiration of the contractual or statu- 
tory period. 

“(c) Where property of the same in- 
sured, whether involved in the claim or 
not, is insured in whole or in part with 
companies or associations not members 
of the National Board or those not sup- 
porting the National Board’s recommen- 
dations as to time or loss payments. 

““(d) Losses on public, municipal, re- 
ligious and charitable institutions, in- 
cluding hospitals. 

““(e) Losses occasioned by exposure. 

“(f) Use and occupancy claims. 

‘““(g) Where very unusual conditions 
exist which would seem to justify con- 
sideration, as, for instance, a question in- 
volving a disagreement among compan- 
ies as to apportionment, which in nowise 
reflects on the integrity of the claimant 
but which delays the execution of a proof 
of loss. 


“In a discussion of the subject before 
the executive committee reference was 
made to the National Board’s circular 
letter of March 15, 1933, wherein it was 
stated that no change in such resolution 
will be considered by the executive com- 
mittee at any meeting unless the mem- 
bership of the board shall have been 
duly advised. Accordingly the executive 
committee voted that the membership be 
informed that the question of modifying 
our previous recommendations in respect 
to the deferred payment of losses would 
be considered at the next meeting of the 
executive committee, which will be held 
on December 7, 1933. 

“It will assist our committee to have 
an expression of opinion from each of 
our members, and, in order that all may 
comment on the same general questions 
in respect to this‘subject, we would ap- 
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may reflect views 


preciate your advices on these three 
specific items outlined here: 

“1. Do you favor a continuance of 
the present recommendations? 

“2. Do you recommend a modifica- 
tion, and, if so, to what extent? 

“3. Do you favor the National 
Board’s acting as a medium for consid- 
ering other claims than those to which 
the present, or a modified, recommenda- 
tion may apply? 

“Of course you understand that we 
shall be pleased to have advices on other 
phases related to this matter.” 


First letter 

’ psychology 
(Cont. from p. 8) will not earn a reply 
that will add one iota to that which you 
already know. It won't build any friend- 
ship—it won't create any desire for 
further business with your company. 
While it may not do any harm—it cer- 
tainly won’t do any good—for the cus- 
tomer, for your salesman, for you or for 
your company. Now if you are a 
student of history you will know that 
every prophet sooner or later said or did 
something that placed him in a vul- 
nerable position—and this may do the 
same for me. This is about what should 
be written, I may add, in my opinion. 

Take it or leave it. 


RICHARD RoweE, INC. 
Greensboro, N. C. 

Attention Mr. Richard Rowe, Pres. 

Gentlemen—While it is true that 
an overdue account occasions this let- 
ter still we want you to feel that this 
is no “ordinary run of the mill” col- 
lection letter. We don’t believe in 
telling our customers that we think 
they have “overlooked”’ the bills they 
owe. You know that anyone that 
careless would not be in business for 
thirty years, as you have. 

There must be a reason. 

Your account is new with us. Con- 
fidence begets confidence and we 
know you must find the same pride 
in your list of customers who have 
bought your products for many years, 
that we do in ours. We hope that you 
feel as we do, that this is the begin- 
ning of many years of business friend- 
ship. Good will is the disposition of 
the customer to return to the place 
where he has been well served. We 
hope to earn and merit at all times 
your good will. 

And that is why we do not want 
any carelessly written collection letter 
to destroy the work of our Sales De- 
partment. 

It is our desire to work with you 
hand in hand to our mutual profit. 


These are not exactly ideal days tor 
business. Things are rather compli- 
cated and each business has its difficult 
problems. Perhaps yours is a slow 
moving inventory of finished goods 
which has tied up operating capital— 
perhaps it is accounts receivable that 
are slow in coming in. 

Perhaps you think we are dog-gone 
curious when so little is involved at 
this particular time. You are entitled 
to a fair, frank answer. We want your 
business—we want you to buy every 
product we make, that you use, from 
us. We feel that merchandise can be 
made no better than we make it—we 
feel that our prices and terms are fair 
and we feel that your business is de- 
sirable business. Your reputation like 
ours is for quality merchandise—mer- 
chandise that will stay on the job do- 
ing the job for which it was designed. 

You have heard the old maxim 
“make your letters brief.” We apolo- 
gize for the length of this one. In 
the Credit Department this is our first 
contact with you and that is our excuse 
for lack of brevity. Please feel that 
no hard boiled credit man sits on any 
throne around here. 

We will sincerely appreciate hear- 
ing from you. 

Very truly yours, 
General Credit Manager. 
Account 
July 18th, $175.47 


Now perhaps this is no masterpiece. 
You can probably take it apart and put 
it together better and have parts left 
over. At least the man who receives it 
will know that it wasn’t just another 
form letter. 

It is my belief that thousands of fol- 
low-up collection letters are written be- 
cause the first letter was just another 
form. 

Make your first letter a letter that will 
produce a lasting and favorable impres- 
sion. Write it so that each time your 
customer sees the name of your company 
he remembers the letter you wrote him 
when you first started to do business 
with him. 

Don’t underestimate the importance 
of the First Collection Letter. 

It has been said that the successful 
collection and credit man is consistent, 
persistent and insistent—he is also (and 
write it in capital letters) a good first- 
letter writer. 





Dead to Rights 
_ Brown: “The boss says that when he 


was a boy on the farm they had a mule 
that was just like one of the family.” 
Jones: ‘Yes, and I know which one.” 
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Dollars, debts 
’ and doubts 


(Cont. from p. 41) volume of business. 
Every change in the price level is a 
change in the purchasing power of gold. 
As prices go up, the value of gold goes 
down so that there is a fluctuating level 
in gold. 

It is a fact that more than half the 
gold used by man in historical times 
has been mined since 1900. This is 
largely due to the discovery of new re- 
fining processes. At present the pro- 
duction of gold is being stimulated by 
the premium it commands, so it is quite 
likely new production records may be 
established. But assuming there was a 
decline in the production of gold, it 
does not tend to prove the contention 
there is an inadequate supply for all 
needful monetary purposes. 

It isn’t the quantity but the elasticity 
which determines the needful amount of 
gold. 

The utilization of the present amount 
of gold to the best possible efficiency has 
not by any means been developed, and 
hardly well-tested. The world’s gold in 
use and held as reserves increased from 
54 billion in 1914 to 11 billion in 
1932 and this gain in itself was larger 
than the proportionate gain in the gen- 
eral volume of trade, so it would appear 
we need have no fear in our generation 
over a gold shortage. 

To illustrate further the meaning of 
“elasticity” of gold, let me quote the 
ratios of gold to total currencies and de- 
posits in several countries. In the 
United States it was in 1931 6.3; Great 
Britain 4.7; Germany 11. and Italy 
17.9. These figures show that, in any 
country where the banking system is 
highly developed, the ratio needed is 
much lower. If all nations, for in- 
stance, developed an efficiency in the 
use of gold comparable to that of our 
country, prior to going off the gold 
standard, no one would give a thought 
to the possibility of a gold shortage. It 
is interesting to observe in this connec- 
tion that England, prior to going off the 
gold standard, with only 700 millions 
in gold, was clearing more international 
business than the banking and currency 
system of both the United States and 
France, although we possessed together 
seven billions of gold. 

But we are in an economic depression 
of unprecedented character. Those who 
would change the monetary system claim 
the gold standard is largely responsible 
for our plight. Gold standard advo- 
cates on the other hand contend it is 
not the “gold standard” that is at fault 
but the failure to allow it to operate that 


is responsible. These and other con- 
tentions will be fully discussed in my 
next article. 

Recently I visited a midwestern city. 
There I met an old acquaintance. I had 
not seen him since boyhood days. Since 
he was far removed from his birthplace, 
I asked him what brought him such dis- 
tance, 

His reply was the usual response. 
“Henry, I’m here trying to make an 
honest dollar.” 

“Well Charlie,” I said, “if you are 
honestly trying to make a dollar I think 
you will succeed, but if you are trying to 


capture an honest dollar you may have 
to invoke the miracles of the gods.” 

Have honest dollars become extinct 
in America? We'll see! 


—Continue this absorb- 
ing analysis of money 
next month in Mr. 
Heimann’s second article. 





Gallantry in a nose dive-—‘Few men 
have the courage to leave their wives,” 
says a magazine writer. 

None but the brave desert the fair.— 
Boston Transcript. 


ee 
Consutt your agent or broker as you 
would your doctor or lawyer.” Looking 
toward the dawn of 1934, the U.S. F.& G. 
feels that this sound advice well deserves 
repetition. New developments in the busi- 


ness world have brought about new insur- 
ance needs—and new forms of insurance 
coverage to meet them. Today the well- 
informed counsel of your agent or broker 
may prove more essential and more helpful 
to you than ever in the past. 
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credit 
questions 


Conducted by E. B. Moran 


The National Association of Credit 
Men supplies answers to credit ques- 
tions and some of the answers, of gen- 
eral interest, are printed regularly in 
Credit and Financial Management. 
Advice cannot be given, however, re- 
garding legal rights and liabilities. 
Such advice should be obtained from 
an attorney to whom all the facts 
should be stated. When such inquir- 
ies are received, information is fur- 
nished only as to the general principle 
of law involved. 


“i « 


1. Attachment: 
Q. I understand that in New York 


State the physician’s instruments are 
exempt from levy or attachment under 
a judgment. Is this also true of his auto- 
mobile? 

A. No. This question has been de- 
cided recently in the Supreme Court of 
New York, the court saying that an 
automobile was not an instrument neces- 
sary to the practice of the physician’s 
profession and does not come within the 
purview of the exemption. 


2. Negotiable Instruments: 

QO. How can you tell when a promis- 
sory note is negotiable? 

A. When it contains the four essen- 
tial elements of negotiability: 

1. It must be in writing and signed 

by the maker. 

2. It must contain an unconditional 

' promise to pay a sum certain in 
money. 

3. It must be payable on demand or 
at a fixed or determinable future 
date. 

It must be payable to order or to 
bearer. 


3. Contracts: 

Q. If I see an article on display in a 
store window and a price card is affixed 
to it, is the management bound to sell 
me the article for that price? 

A. No. A contract is not complete 
until there has been an offer and an ac- 
ceptance thereof. In this case the price 
card was merely an invitation by the 
management to the prospective cus- 
tomer to make an offer which the man- 
agement miay accept or refuse. 
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4. Taxation: 

Q. If a tax payer should sell stock 
at a loss, same to be paid for in install- 
ments over a period of three years, can 
he deduct the loss from his income tax 
returns over the three year period? 

A. No. While under the Revenue 
Act of 1932 this would appear feasible 
on the theory that a loss incurred on 
an installment contract over a like 
period could be so deducted, the Court 
of Appeals of the District of Columbia 
decided that in the sale of stock, the en- 
tire loss must be deducted in the year 
the sale was made. 


5. Legislation: 

Q. I understand that there is a bill 
before the Pennsylvania Senate at the 
present time proposing an Act declaring 
it a misdemeanor for accountants or 
auditors to issue or permit to be issued 
false financial statements. Could not 
such a bill be brought before the United 
States Senate in an endeavor to have it 
passed as a Federal Law? 

A. It would be impractical to bring 
such a bill before the Congress of the 
United States for the reason that the 
Federal Government has no jurisdiction 
over any ordinary business transactions 
except those in interstate commerce. 
However, the mailing of a false finan- 
cial statement is a criminal offense under 
the Federal Law if on the procedure it 
could be shown that it is part of a 
scheme or device to defraud. Except 
when the mails are used, the matter is 
one for State Legislation only. 


6. Decedent Estate Law: 

QO. If a claim against a deceased 
debtor is duly filed with his executor in 
the State of Maine, is this filing suffi- 
cient to insure payment of the claim at 
least in proportion to the assets of the 
Estate? 

A. No. Under the Maine statute, if 
the claim is filed according to statutory 
provisions with the executor or adminis- 
trator, and is not paid within twelve 
months after the appointment of the 
executor or administrator, creditor must 
bring suit on the claim within twenty 
months after such appointment, or the 
claim is barred by statute. 


7. Corporations: 

Q. If a foreign corporation is doing 
business in a certain state without a 
license, can the officers, directors or 
stockholders of such foreign corpora- 
tion be held individually liable for debts 
contracted by the corporation within the 
state? 

A. This is not true generally, but it is 
in Colorado, Florida, Idaho, Iowa, Mis- 
souri, North Dakota and probably Indi- 
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ana. Illinois has held both ways, and 
Tennessee has declared the directors 
liable with no mention made of the ofh- 
cers or stockholders. 


8. Statute of Frauds: 

Q. Are verbal leases for a period of 
more than one year ever valid? 

A. In forty states and Alaska and the 
District of Columbia they are not, but 
you may make a valid verbal lease for a 
period not exceeding three years in Indi- 
ana, Maryland, New Hampshire, New 
Jersey, New Mexico, North Carolina, 
Ohio and Pennsylvania. In Ohio, how- 
ever, if the lease is for more than one 
year it must be accompanied by pos- 
session. 


9. Sales: 

Q. If I buy material by description 
and the delivered article does not corre- 
spond to the description, do I have to 
accept the material and pay for it? 

A. No. When goods are sold by de- 
scription there is an implied warranty 
that the goods will correspond to the 
description. Breach of this implied war- 
ranty is sufficient ground for recission 
of the contract of sale. 


10. Bankruptcy: 

Q. In consideration of a monetary 
loan, can a concern on the verge of 
bankruptcy assign its accounts receivable 
including subsequently acquired ac- 
counts receivable? 

A. Yes. A recent case, in the United 
States District Court for the Southern 
District of New York declared such an 
assignment valid, but held further that 
the assignee had no right to the pro- 
ceeds realized from merchandise re- 
turned on accounts that had been 
assigned to him, unless his right to the 
merchandise be in writing and made a 
part of the contract. 


I 1. Income Tax: 

Q. When must income tax returns be 
filed? 

A. Calendar year returns must be 
filed on or before the 15th day of 
March following the close of the calen- 
dar year. Fiscal year returns must be 
filed on or before the 15th day of the 
third month following the close of the 
fiscal year. In certain cases, such as sick- 
ness or absence, collectors are authorized 
to grant extensions of time for filing re- 
turns, if application is made. 


There’s no perfect crime-——BrETTy— 
How did mama find out you didn’t 
really take a bath?” 

Brtty—"I forgot to wet the soap.” — 
Boston Transcript. 
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decisions 


CONDITIONAL SALES CONTRACT. 
FURNACE. PERSONAL PROPERTY. 
RIGHTS OF OWNER, ORIGINAL PUR- 
CHASER, AND SUBSEQUENT REAL 
ESTATE MORTGAGEE (TENN.) 

This is a replevin suit wherein plaintiff sold 
a furnace to one Fritz on a conditional sales 
contract. The furnace was set upon the base- 
ment floor, and was not attached thereto. The 
furnace when removed, caused no damage to 
the realty. The contract provides that the 
furnace is to be and remain personal property, 
and the right of possession in event of any 
default shall be and remain in the contractor 
until paid. The purchaser defaulted. Four 
years before, Fritz had executed a mortgage on 
his home to defendant not recorded until the 
day after the installation of the furnace. Said 
mortgage was foreclosed and the property 
bought in by the defendant. 

Held that the furnace having been installed 
several years after the mortgage was executed, 
it constituted no portion of the mortgagee’s 
security. Ordinarily such a furnace does con- 
stitute a part of the realty, since it is of a 
permanent character, and as to a subsequent 
mortgagee or an innocent purchaser it cannot 
be removed. As between the original parties, 
the intention to regard the furnace as personal 
property is the controlling factor. An agree- 
ment that an article attached to the realty shall 
remain personalty is ordinarily given full 
effect as against a mortgage of the realty made 
previous to annexation, in so far as this will 
not interfere with the security of such mort- 
gage, the mortgagee not having been misled 
and having advanced nothing on the faith of 
such annexation. This rule would not apply 
where a removal of the fixture would cause 
serious injury to the freehold. Here the re- 
moval would not be injurious. Judgment for 
plaintiff affirmed. Lenoir Land Co., Inc. v. 
Haynes Heating Co. Tenn. Supreme Ct. De- 
cided October 21, 1933. 


BULK SALES STATUTE. CONSTRUC- 
TION. SALE OF DRESSES. (MISS.) 

Action to recover $300. This case involves 
a construction of the bulk sales statute, Sec- 
tion 3353, Code of 1930. Miller was a re- 
tail merchant in the City of Jackson. He 
was adjudged a bankrupt, and plaintiff was 
appointed trustee to administer the estate un- 
der the federal bankruptcy laws. Prior to 
the adjudication of bankruptcy, Miller sold 
to defendant 150 ladies dresses in bulk, for 
which defendant paid him $300. At the 
time of the sale Miller was insolvent. Both 
the seller and purchaser failed to comply 
with paragraphs a, b and c of the bulk sales 
statute, which provides that a sale of any por- 
tion of a stock of merchandise, otherwise than 


in the ordinary course of trade, or in the 
regular and usual prosecution of the seller's 
business, shall be presumed to be fraudulent 
and void as against the creditors of the seller, 
unless, at least five days before the sale: (a) 
the seller shall have made an inventory, 
showing the quantity, the cost price to him 
of each article sold; and (b) the purchaser 
shall have demanded from the seller the 
name and address of each of his creditors, 
and the sum due each; and (c) the purchaser 
shall have notified each of the seller's credi- 
tors of the proposed sale, of the cost price 
of the merchandise proposed to be sold, and 
of the price to be paid by the proposed pur- 
chaser. Defendant pleaded that such sales 
in bulk were customary among the retail 
merchants of the City of Jackson. Miller 
testified that, in addition to the sales in 
question to defendant, he sold goods from 
his store in bulk to L. Abrams and to Mrs. 
Sophia Lasunsky; that these bulk sales were 
out of his usual course of business, and 
were made because he was going out of his 
old place of business into a new store, where 
he expected to carry a better stock. 

Held that the judgment of the court below 
for plaintiff is justified by both reason and 
authority. If defendant were right in his 
contention, it would mean that any insolvent 
retail merchant could sell out his stock in 
bulk without complying with paragraphs a, b, 
and c of the statute, provided he sold to 
more than one purchaser. The statute can- 
not be destroyed by custom and usage. 
Judgment affirmed. Cohen v. Calhoun. 
Miss. Supreme Ct. Decided October 16, 
1933. 


CONDITIONAL SALES CONTRACT. 
NON-COMPLIANCE WITH STATUTE. 
LACK OF ACKNOWLEDGMENT AND 
WITNESSES. ENFORCIBILITY BY AS- 
SIGNEE. (CONN.) 

Plaintiff alleged that Blatchley and Martin, 
doing business as the Kelvinator of Water- 
bury, entered into an agreement of condi- 
tional sale with the defendant Chronis, 
whereby they agreed to place in his posses- 
sion certain refrigerating equipment. It was 
further alleged that the agreement had been 
performed by the seller and assigned to the 
plaintiff. Plaintiff asked judgment for the 
return of the equipment or, in the alterna- 
tive, damages. The trial court concluded that 
the plaintiff was entitled to the balance due 
on the contract. Defendant has appealed, 
claiming that the contract, not having been 
witnessed and acknowledged as required by 
General Statutes, sections 4697 and 4699, is 
unenforceable by the plaintiff as assignee of 
the seller. 

Held that the effect of these sections is not 
to render invalid, as between the parties, con- 
tracts of conditional sale which have 
defectively executed, but to render such con- 
tracts of conditional sale absolute as to 
creditors and bona fide purchasers. In the 
instant case, no rights of creditors had inter- 
vened, and the conditional vendor could sell 
his interest in the property and the contract, 
subject to the rights of the vendee, which he 
did not disturb, the same as-one could, in 
like manner, sell his interest in any other 
property. Judgment affirmed. Refrigeration 
Discount Corporation v. Chronis et al. Conn. 
Supreme Ct. of Errors. Decided October 
24, 1933. 


RETENTION OF TITLE CONTRACT. 
COMMON LAW LIEN. RIGHTS OF 
PARTIES. (TENN.) 

Asserting a claim in default for unpaid 
purchase money secured by a retention of title 
contract, plaintiff brought replevin against 
the Garage to recover a car which a Deputy 
Sheriff had taken from the purchaser under 
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an execution or attachment, and stored with 
the Garage. Storage charges of $11.00 had 
accrued when McJunkin demanded posses- 
sion, which the Garage refused to deliver, 
except on payment of the storage charges, for 
which they claimed a lien. Judgment was 
rendered sustaining the superiority of the 
Garage keepers lien over the retention title 
lien of plaintiff of which the Garage had no 
record or other notice. 

Held that plaintiff did not own the car 
absolutely, but held a lien merely, as security 
for the purchase money, by the retention of 
the title. The possession of the officer being 
lawful carried with it the same right the 
owner had to do what was necessary for the 
car’s protection. This inured to the benefit 
of plaintiff. The statute (1932 Code 7979) 
gives to Garage keepers the same lien as 
the innkeeper’s lien at common law. Com- 
mon law liens of the artizan and the inn- 
keeper were superior to an unrecorded 
retention of title lien. Judgment is affirmed. 
McJunkin v. Chattanooga Garage. Tenn. 
Supreme Ct. Decided October 23, 1933. 


CONDITIONAL SALE. DEFAULT. 
BREACH OF WARRANTY. EFFECT OF 
SUBSEQUENT ACKNOWLEDGMENT OF 
DEBT. (KY.) 

Defendant purchased from plaintiff a car 
and made a down payment and for the bal- 
ance executed his promissory note, payable in 
installments, and secured by chattel mortgage. 
Defendants, being in default, executed a writ- 
ten contract by which he turned the car over 
to plaintiff to be sold at private sale. The 
car was so sold and a balance was still due 
plaintiff and defendant appeals. Defendant 
admitted the execution of the note and coun- 
terclaimed for damages for breach of war- 
ranty, and for plaintiff's failure to equip the 
car with a new engine. 

Held the defendant would have been de- 
feated had no evidence been introduced, and 
consequently it was not error to charge that 
the burden of proof was on him. Defendant 
did not defend on the ground of material 
alteration, so the fact plaintiff wrote “Mrs.” 
before defendant’s name on his note is mere 
evidence, and without a pleading constitutes 
no defense. Defendant by an agreement in 
writing acknowledged his indebtedness to the 
plaintiff. This was a waiver of any claim 
for damages for the alleged breach of war- 
ranty. Judgment affirmed. Newman v. 
Preston Motor Co. Ky. Ct. of Appeals. 
Decided October 24, 1933. 


CONDITIONAL SALE IN ILLINOIS. 
TRUCK. REMOVAL TO WISCONSIN. 
ATTACHMENT BY VENDEE’S CRED- 
ITOR BEFORE CONTRACT FILED. NO- 
TICE TO CREDITOR WITHIN TEN DAY 
PERIOD. RIGHTS OF VENDOR. 
(WISC.) 

Action to recover the possession of a truck. 
Consolidated Confections Company, an Il- 
linois corporation, purchased a truck from an 
Illinois motor company under a conditional 
sales contract. The motor company assigned 
the contract to the plaintiff. Thereafter the 
Confections Company defaulted by removing 
the truck from Illinois into this state and by 
failing to meet the monthly installments. 
The plaintiff first received notice of the re- 
moval of the truck on January 19. On 
January 20, a writ of attachment against the 
property of the Confections Company was 
issued in an action in which one Wartner was 
the plaintiff. On the same day, the sheriff, 
who is the defendant in the present action, 
attached the truck. Wartner did not know 
that the plaintiff held a conditional sales 
contract upon the property, until he received 
a notice to that aoc: from plaintiff on 
January 22. Plaintiff did not, within ten 
days after receiving notice of the removal of 
the truck into this state, file its contract or a 
copy thereof with the register of deeds of 
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the county nor has it ever at any time at- 
tempted to comply with the provisions of 
sec. 122.14, stats. It is conceded that this 
controversy is ruled by secs. 5 and 14 of the 
Uniform Conditional Sales Act (secs. 122.05 
and 122.14, Stats.). 

Held that the provision of the contract 
reserving property in the seller is void as to 
Wartner who, without notice of the provision 
of the contract, acquired a lien by attachment 
before the contract was filed, but who how- 
ever did in fact have notice of such provision 
during the ten day period in which the plain- 
tiff was required to file its contract or a 
copy thereof after it received notice of the 
filing district into which the truck had been 
removed. Judgment for defendant affirmed. 
Universal Credit Co. v. Finn. Wisc. Supreme 
Ct. Decided October 10, 1933. 


SALE OF AUTOMOBILE. TITLE. 
WRITTEN INSTRUMENT. WHETHER 
CONDITIONAL SALES CONTRACT OR 
MORTGAGE. (CALIF.) 

Proceeding to determine title to an auto- 
mobile upon which a third party claimant 
loaned money. A purported conditional sales 
contract was not acknowledged or recorded, 
and no affidavit of the parties attached. 

Held that it was a conditional sales con- 
tract in form only, in legal effect constituting 
nothing but a mortgage as between the owner 
and the third party claimant. The owner 
never having parted with possession of the 
automobile, the attempted transfer was void 
as against plaintiff, an execution creditor of 
the owner. Wehrle v. Marks et al. Calif. 
Dist. Ct. of Appeals, 1st Appellate Dist. 
Decided September 11, 1933. 


Let slip the dogs of war.—Shall we 
have a friendly game of cards?” 
“No, let’s play bridge.” —Troy Times. 












































A catalog 
of coverages 


(Cont. from p. 9) potential or inherent. 
In such instances the advisability of ex- 
plosion insurance is usually well recog- 
nized, but to those who have given 
much thought to this subject, it appears 
that the credit man would be doing a 
real service not only to his own organi- 
zation but those to whom credit is ex- 
tended by encouraging—and if needs 
be, demanding—that explosion insur- 
ance be carried even in those risks where 
the hazard might be considered as being 
mild. 

Mention should also be made of riot 
and civil commotion insurance, particu- 
larly in view of the unrest which is now 
so general in many lines of industry. 
Many property owners carry this type 
of protection both in good times and 
bad, realizing the extreme difficulty of 
obtaining this valuable protection when 
labor conditions are abnormal or a strike 
is in progress. Unquestionably, the 
destruction of property caused by a riot 
might imperil the financial solvency of 
a concern, in the absence of riot and 
civil commotion insurance, inasmuch as 
the standard fire insurance policy specifi- 
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PUNCHING THE RECORD. “I 
punch the record on a paper roll 
just like typewriting.”’ 

q piano.’ 


TYPIST. 


? 


ee i\, 


ADDRESS ENVELOPES. 


“In 
the meantime, I can address the 
envelope on another machine.” 


You know how effective personally dictated letters really are. 


PLACING RECORD IN AUTO- 


Auto-typist just like a player- 


DOES OTHER WORK. 

some other clerical work or an- 
swer the telephone while I am 
waiting.” 


cally excludes liability for loss or dam- 
age caused directly or indirectly by a 
riot, insurrection or civil commotion. 
These comments are admittedly in- 
adequate to do justice to this important 
subject. However, they should serve as 
a foundation for constructive thought 
by credit men generally as to the tie-up 
between Credit and Insurance. They 
should also help to bring about a reali- 
zation of the important fact that where 
the debtor is not properly protected by 
insurance his acceptability as a credit 
risk is to some degree, at least, doubtful. 


Born hijacker —A man who was mo- 
toring along a country road offered a 
stranger a lift. The stranger accepted. 
Shortly afterward the motorist noticed 
that his watch was missing. 

Whipping out a revolver which he 
happened to be carrying, he dug it into 
the other man’s ribs and exclaimed: 
“Hand over that watch!” 

The stranger meekly complied before 
allowing himself to be booted out of 
the car. When the motorist returned 
home he was greeted by his wife. 

“How did you get on without your 
watch?” she asked. “I suppose you 
know that you left it on your dressing- 
table?” —Washington Labor. 





“Then I put it in the 


“And do 


be inserted 


Now, 


with the Auto-typist you can make every letter appear to be personally 
dictated, yet send out hundreds a day, at a cost of only one cent each. 


Write for information about our rental plan in which you may test out 
the effectiveness of Auto-typewritten letters. 


AMERICAN AUTOMATIC TYPEWRITER CO. 


608 North Carpenter Street 


Chicago, Illinois 


When writing to advertisers please mention Credit & Financial Management 


TYPING THE ADDRESS. 
put the letterhead in the ma- 
chine and type the name, ad- 
dress and salutation by hand.”’ 


FILLING IN SPECIAL DATA. 
*“*If a name or balance needs to 
; the machine stops 
and I insert it by hand.”’ 


TTEN LETTERS 


a 
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PUSH THE STARTER BUTTON. 
**When I push the starter but- 


“sy 


ton the Auto-typist proceeds to 
type the entire letter.”’ 





REMOVE LETTERHEAD. “The 
letter is finished. I now pro- 
ceed with the next letter. On 
short letters I can do 300 a day.”’ 



















1930 Average Age of 


Manufacturers & Wholesalers 
comparable in size and volume. 


2233 
USERS 
of association 
services 


NON-USERS 
of association 
services 


1870 


ates 


Six days is not long as the clock flies but it is a l-o-n-g time to 
wait for your money. Multiply that six day period by the number 
of accounts on your books and multiply that total by your yearly 
turnover of realized receivables and you have a surprising addi- 
tion to your working capital. 


The Collection Bureaus bring in your slow accounts more 
quickly. The Adjustment Bureaus effect liquidations more 
promptly. The net result is a decrease in average age of accounts 
outstanding of six days for those who use association services. If 
you can use the surprising addition to your working capital that 
that six day difference returns call the nearest office of the 


Collection-Adjustment Bureaus 


E. B. Moran, Director 


NATIONAL ASSOCIATION OF CREDIT MEN 
One Park Avenue New York City 


When writing to advertisers please mention Credit & Financial Management 
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TRADEFACING tn 
NEW DEAL TOO: < ee 
FROM RACKETS( 


With Legitimate Business ih 
Returning Profits, Old 
Hazards Return. 





. overnment, to Survive, Must 
Domestic Commerce Now Facing} Gish Menace of Armed 


Bitterest Fight Since Bootleg _. Underworld, He Says. 
Trade Was in Its Heyday. 


FEnd of Alcohol Means Revent 
} Can Come Only From ois, 


MERCHANDISE RACKETS 
EXACT A HEAVY TOLL| 











FRAUD PREVENTION 


NATIONAL ASSOCIATION OF CREDIT MEN, ONE PARK AVE., NEW YORK, N.Y. 


After REPEAL- 


MAJOR CRIME WAVE 
FORESEEN BY GODDARD 


Northwestern University Expert 
Blames ‘Politico-Criminal 
Affiliations in Cities. 


CHICAGO, Sept. 30 (».—A new 
wave of major crime will encom- 
pass the country within the next 
few months, Colonel Calvin God- 
dard, Director of Research of 
Northwestern hew-setionge = | s Crime 
Detection Laboratory, predicts. 

Increased Palen 1 activity against 
criminals and infliction of the death 
penalty upon kidnappers are among 
his proposals for combating the in- 
crease in kidnapping, bank rob- 
beries, mail robberies and indus- 
trial racketeering which he says he, 
expects. 

“Statistics show that certain 
types of crime are on the increase,”’ 
Colonel Goddard said. ‘‘This ga 
is due mainly to the politico-crim- 
inal affiliation that exists in our 
local communities.’’ 

d the return of beer un- 
questionably had driven many crim- 
inals into new fields. 

‘‘They’re unquestionably not going 
to give up any easy profits. They’ll 
turn to newer and bolder fields and 
their depredations will result in 
more crimes of violence.”’ 


= THe New YORK TIMES. 


Already the Racketeers 
Are Seeking New Worlds 


to Conquer—What Shall 
We Do About It? 


DEPARTMENT 
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Strength in an insurance com- 
pany must be enduring to 
deserve confidence from the 
insuring public. For genera- 
tions the strength of the Royal- 
Liverpool Groups has rebuilt as 
the elements have torn down. 
Throughout the seven seas— 
as enduring as the tides—that 
same strength will maintain. 
To the agent it means security 
— prompt service to his clients, 
entree, acceptance, salability! 


e ROYAL-LIVERPOOL GROUP 
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HUNDRED AND FI FTY WILLIAM STREET, NEW YORK CITY# 
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